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SECOND  ANNUAL  REPORT 

OF  THE  TRADE  PROMOTION 

COORDINATING  COMMITTEE— 1994 


WEDNESDAY,  OCTOBER  5,  1994 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Washington,  DC. 

The  Committee  met  at  10:07  a.m.,  in  room  SD-538  of  the  Dirk- 
sen  Senate  Office  Building,  Senator  Donald  W.  Riegle,  Jr.  (Chair- 
man of  the  Committee)  presiding. 

OPENING  STATEMENT  OF  CHAIRMAN  DONALD  W.  RIEGLE,  JR. 

The  Chairman.  The  Committee  will  come  to  order.  Let  me  wel- 
come all  those  in  attendance  this  morning  and  invite  everyone  to 
find  a  seat  so  that  we  can  begin. 

As  we  start  this  morning's  hearing,  I  want  to  announce  for  the 
record  that  we'll  be  voting  on  the  following  recommendations: 
Bruce  Morrison,  to  be  Chairman  of  the  Federal  Housing  Finance 
Board,  for  a  term  ending  February  27,  2000;  Timothy  O'Neil,  to  be 
a  member  of  the  Federal  Housing  Finance  Board,  for  a  term  ending 
February  27,  1997;  Jay  Clifford  Hudson,  to  be  a  Director  of  the  Se- 
curities Investor  Protector  Corporation,  for  a  term  ending  Decem- 
ber 31,  1997;  and  Mary  Ellen  Freeze,  H.  Terry  Rasco,  and  Chris- 
tine M.  Wamke,  to  be  members  of  the  National  Institute  of  Build- 
ing Sciences. 

The  period  for  voting  will  begin  now  and,  assuming  that  we  have 
a  quorum  present  and  we  are  voting  in  a  rolling  quorum  fashion 
over  the  course  of  the  morning,  then  we  will  report  these  nomina- 
tions to  the  Full  Senate  later  today.  It's  my  hope  that  we  can  not 
only  get  them  there  but  get  them  confirmed  before  the  Senate  ad- 
journs. 

Before  I  turn  to  today's  subject  where  we  will  consider  the  second 
annual  report  of  the  Trade  Promotion  Coordinating  Committee,  I 
want  to  just  make  a  brief  personal  comment. 

This  will  be  the  last  hearing  that  I  expect  to  chair  as  Chairman 
of  this  Committee,  having  served  in  this  capacity  now  for  the  last 
6  vears.  I  want  to  thank  all  the  Members  on  both  sides  of  the  aisle. 
I  know  people  are  scattered  all  over  the  place  today  because  we're 
in  session.  We'll  have  a  vote  a  little  bit  later.  Other  Committees  are 
meeting.  I  want  to  say  to  the  Members  and  to  the  staff  how  much 
I  appreciate  the  cooperation  that  we've  received,  I  have  received  as 
Chairman,  over  that  6-year  period  of  time. 

I've  said  before,  and  I  repeat,  that,  to  the  best  of  my  memory,  I 
think  we  only  had  one  vote  take  place  in  here  where  we  divided 
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on  a  party  line  basis  over  that  6-year  period  of  time  and  that  was 
on  a  contested  nomination.  I  think,  other  than  that,  every  other 
vote  has  been  one  where  there  has  been  a  blend  of  Republicans  and 
Democrats  on  both  sides  of  the  issue,  and  I'm  very  proud  of  that 
record  because  we've  tried  to  operate  that  way.  I'm  profoundly  of 
the  view  that  you  have  to  work  meaningfully  on  a  bipartisan  basis 
to  make  our  Government  function  the  way  it  ought  to  function.  It 
can  be  done  and  I  think  we've  demonstrated  it  here  on  this  Com- 
mittee. I  hope  that  will  be  one  of  the  things  we  can  continue  as  a 
pattern  going  forward  in  the  future  as  a  Committee.  I  think  we've 
gotten  a  lot  more  done  as  a  result  of  it  and  the  work  has  been  bet- 
ter work  as  a  result  of  that  approach. 

It's  significant  that,  in  the  last  3  weeks,  we've  put  two  major 
pieces  of  legislation  on  the  President's  desk,  the  Community  Devel- 
opment Bank  Bill,  which  had  in  it  six  other  titles  covering  six  other 
subjects  as  well  as,  a  week  later,  the  Interstate  Banking  Bill,  which 
is  an  historic  piece  of  legislation. 

We're  at  a  time  when  there  are  a  lot  of  things  that  aren't  moving 
in  Congress  for  a  variety  of  reasons,  but  those  items  did  move.  In 
fact,  we  were  able  to  successfully  confirm  Ricki  Tigert,  with  the 
help  of  Senator  Murray  and  others,  yesterday  in  the  Senate  to  the 
position  of  chair  of  the  FDIC,  and  I  think  that,  being  a  nomination 
that  comes  from  this  Committee,  is  a  good  piece  of  work  to  have 
completed,  a  vital  piece  of  work  to  have  completed  before  the  year 
ends. 

I  want  to  say  to  the  staff  on  both  sides,  and  I  will  try  to  do  that 
personally  in  the  time  that's  lefl  on  other  occasions,  thanks  to  ev- 
erybody for  the  tremendous  cooperation  I  have  had  as  Chairman  of 
this  Committee.  It's  been  an  exciting  time.  We've  gotten  a  lot  done. 
When  you  get  a  minute  to  breathe  when  you're  out  of  this  job,  I'm 
sure  there  will  be  a  lot  of  memories  coming  back  of  occasions  where 
all  of  us  were  able  to  work  together  and  thrash  these  things  out. 

I  want  to  say  to  our  witnesses  today  that  I  appreciate  your  com- 
ing because  there  are  a  lot  of  things  happening  right  now.  We  may 
very  well  have  an  important  GATT  vote  today  in  the  House  of  Rep- 
resentatives. I  know,  Mr.  Secretary,  in  your  case,  your  schedule  is 
particularly  busy  and  I  appreciate  your  making  time  on  two  occa- 
sions within  this  month  to  come  to  appear  before  us  on  critical  is- 
sues that  are  matters  of  national  policy  and  are  in  the  jurisdiction 
of  this  Committee.  I  thank  also  Alice  Rivlin,  and  our  other  two  wit- 
nesses as  well,  for  participating  today. 

As  we  take  up  the  second  annual  report  of  the  Trade  Promotion 
Coordinating  Committee,  it's  important  to  note  that  this  Commit- 
tee worked  to  establish  that  effort  in  order  to  promote  American 
exports,  a  critical  issue  in  our  country  and  directly  related  to  our 
job  base  now  and  in  the  future. 

This  report  entitled,  "A  National  Treatment  Strategy,"  marks  the 
adoption  by  our  country  of  a  new  coordinated  approach  to  the  ex- 
port sector  of  our  national  economic  life.  Other  countries,  such  as 
Japan,  Germany,  France,  and  Britain,  have  long  had  national  ex- 
port strategies  and,  as  a  result,  have  been  more  successful  in  ex- 
porting products  than  we  have  been  here  in  the  United  States.  The 
massive  $1  trillion  trade  deficit  we  have  accumulated  over  the  last 
15  years  unfortunately  is  vivid  evidence  of  that  fact.  Reducing  this 


trade  deficit  through  increased  exports  wall  create  jobs  in  America 
and  it's  one  of  the  most  important  goals  for  us  to  set  and  achieve. 

In  the  last  Congress,  this  Committee's  Subcommittee  on  Inter- 
national Finance,  chaired  by  Senator  Sarbanes,  held  a  series  of 
hearings  to  review  the  overall  export  promotion  and  financing  pro- 
grams of  the  Federal  Government.  During  that  extensive  review, 
we  found  that  our  Federal  Government  had  more  than  19  agencies 
involved  with  export  promotion  and,  between  them  all,  adminis- 
tered almost  100  export  promotion  programs.  Obviously,  they  were 
not,  and  almost  cannot  be,  well  coordinated  unless  there's  a  strat- 
egy to  see  that  that  is  done.  We  also  found  that  the  Executive 
Branch  had  no  general  strategy  or  priorities  to  guide  our  export 
promotion  and  financing  programs  and  that  these  programs  were 
not  tied  to  our  trade  negotiating  objectives. 

As  a  result,  this  Committee  crafted  statutory  provisions  con- 
tained in  the  Export  Enhancement  Act  of  1992  formally  establish- 
ing the  Trade  Promotion  Coordinating  Committee.  The  legislation 
put  the  Secretary  of  Commerce  in  charge  of  that  Committee  and 
asked  it  to  develop  a  Government-wide  strategic  plan  to  carry  out 
all  Federal  export  promotion  and  financing  programs. 

In  developing  its  Government-wide  strategic  plan,  it  was  directed 
to  establish  a  set  of  priorities  in  support  of  U.S.  exports  and  to  ex- 
plain the  rationale  for  the  priorities. 

In  order  to  keep  the  Congress  and,  in  a  sense,  the  country,  in- 
formed on  the  progress  being  made,  the  Chairman  of  the  TPCC,  as 
it's  called,  is  required  to  submit  an  annual  report  to  this  Commit- 
tee. 

I  might  just  say,  parenthetically,  to  my  colleagues  who  are  here 
and  others  in  the  audience,  we  went  through  a  period  in  the  1980's 
where  the  tension  in  the  Cabinet  was  very  great  on  trade  issues 
as  between  the  Secretary  of  State,  as  an  institutional  Member  of 
the  Cabinet  with  a  certain  portfolio,  and  the  Secretary  of  Com- 
merce, who  obviously  has  a  very  different  job.  Very  often,  we  saw 
situations  time  after  time  where  American  trade  positions,  I  think, 
were  sacrificed  or  undermined  systematically  in  the  name  of  other 
foreign  policy  objectives  having  nothing  to  do  with  our  economic 
circumstances. 

There  is  a  natural  tension  there,  and  we've  seen  that.  This  series 
of  steps,  culminating  in  this  approach  toward  a  coordinated  strat- 
egy in  tying  things  together,  is  really  an  effort  to  overcome  that 
disability  within  our  own  structure. 

I  think  it's  fair  to  say  that  we  have  now  achieved  a  breakthrough 
in  that  area  and  that  we  have  a  Commerce  Secretary  who  is  very 
aggressive  in  going  out  and  promoting  American  goods  and  services 
around  the  world.  We  now  have  a  force,  not  just  within  the  Cabinet 
but  backed  by  a  strategy  and  an  approach  within  the  workings  of 
the  Grovernment  itself  and  export  promotion,  that  drives  this  strat- 
egy ahead.  That  goes  directly  to  our  job  base  and  our  future  pros- 
pects in  terms  of  workers  today  and  future  workers  in  this  country. 

I  want  to  say  as  well  that,  from  the  outset,  the  Clinton  Adminis- 
tration has  made  the  task  of  developing  a  strategic  plan  to  help 
U.S.  exporters  a  top  priority.  In  his  letter  introducing  this  report. 
President  Clinton  explains  that  when  he  took  office,  he  was  "deter- 
mined to  make  the  expansion  of  American  sales  abroad  the  corner- 


stone  of  both  our  economic  policy  and  our  foreign  policy."  The 
TPCC  has  worked  extensively  to  craft  an  effective  export  promotion 
plan  for  our  country. 

The  first  annual  report  entitled,  "Toward  a  National  Export 
Strategy,"  was  released  to  this  Committee  last  September.  That  re- 
port, as  the  title  then  implied,  laid  a  solid  foundation  for  building 
a  national  export  strategy  by  making  over  60  specific  recommenda- 
tions to  enhance  America's  export  performance. 

Last  year,  however,  there  was  not  time  to  build  a  consensus  for 
a  unified  export  promotion  budget  as  required  by  the  1992  law. 
We've  had  that  in  motion  since  that  time. 

Today,  the  TPCC  is  presenting  its  second  annual  report  and  we 
will  hear  the  progress  that  has  been  made  in  implementing  last 
year's  recommendations  and  what  progress  the  Administration  is 
making  in  developing  a  unified  trade  promotion  budget  so  that  we 
really  collect  the  resources  here  in  a  focused  way.  Of  course,  Direc- 
tor Rivlin  will  address  that  issue  shortly. 

President  Clinton,  in  his  letter  transmitting  this  report,  makes 
very  clear  how  important  a  national  export  strategy  is  for  our  coun- 
try and  he  writes  in  that  respect,  and  I  quote  again: 

We  are  at  the  beginning  of  a  new  era  of  fierce  commercial  competition  in  the  glob- 
al marketplace.  And  I  am  determined  that  as  a  Nation,  we  fulfill  our  enormous  po- 
tential. 

This  type  of  commitment  at  the  very  highest  level  of  our  Federal 
Government  is  exactly  what  is  needed  to  make  the  TPCC  fulfill  the 
vision  of  its  congressional  authors  on  this  Committee. 

This  morning,  we  look  forward  to  hearing  from  Secretary  of  Com- 
merce, Ron  Brown,  who  chairs  the  TPCC;  Deputy  Chairman,  Ken 
Brody,  who  is  also  the  President  of  the  Export-Import  Bank  and 
who  has  given  great  leadership  there;  Acting  Director  of  the  Office 
of  Management  and  Budget,  Alice  Rivlin;  and  Cassandra  Pulley, 
who  is  serving  as  the  Acting  Administrator  of  the  Small  Business 
Administration, 

Finally,  I  want  to  say  to  Senator  Sarbanes — who  will  arrive  in 
due  course  but  has  been  delayed  by  another  matter — I  want  to  pay 
a  great  tribute  to  Senator  Sarbanes  for  taking  the  lead  in  ensuring 
the  success  of  the  Trade  Promotion  Coordinating  Committee.  He 
was  the  primary  author  of  this  legislation  and  he's  done  an  out- 
standing job  throughout  his  career  in  promoting  American  exports 
and  assisting  American  business.  I  want  to  compliment  his  staff  as 
well  for  their  great  work  in  this  area. 

If  I  may  be  permitted  to  make  one  other  comment,  then  I'm 
going  to  yield  to  Senator  Bond,  although  Senator  Sarbanes  has  just 
arrived  after  paying  this  great  tribute  to  his  leadership. 

I'll  try  to  come  back  and  say  it  all  again  just  a  bit  later. 

[Laughter.] 

We  in  the  Senate  say  everything  four  or  five  times  over,  anyway, 
so  that  would  just  happen  in  the  normal  course  of  events. 

We  had  a  hearing  the  other  day  on  American  and  world  capital 
markets  where  we  had  Gerald  Corrigan,  Leo  Melamed,  Felix 
Rohatyn,  and  the  Chairman  of  the  SEC  as  well,  Arthur  Levitt,  One 
of  the  very  interesting  observations,  and  I  say  this  particularly  to 
ou.  Secretary  Brown,  was  that,  in  the  last  3  years,  there  have 
een  roughly  3  billion  additional  people  in  the  world  coming  into 
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the  free  market  economy  system  seeking  capital,  bringing  their 
ideas,  bringing  their  productive  talents,  and  so  forth  and  so  on. 

The  bottom  line  of  the  discussion  that  day  was  that  the  nature 
of  the  competition  in  the  world  for  scarce  capital  and  where  the 
capital  will  go  puts  an  extraordinary  premium  on  every  nation 
thinking  through  the  question  of  its  strategies  both  internally,  in 
terms  of  what  it's  doing  to  structure  itself  lor  the  competitive  test 
and  the  highest  level  of  performance  by  its  people,  and  also  to  have 
an  outward  strategy  of  being  able  to  go  out  and  compete  effectively 
with  exports  in  the  world  market  both  for  goods  and  services. 

I  think  their  statements  and  the  colloquy  that  day  is  one  of  the 
most  important  documents  that  we  have  in  the  record  of  this  Com- 
mittee over  the  6  years  that  I've  served  as  Chairman.  I  recommend 
it  to  everybody  because  one  of  the  bottom  lines,  Ms.  Rivlin,  was 
they  held  the  view,  and  I  think  they're  right,  that  it  may  well  be 
that  the  world  has  changed  so  much  just  in  the  last  2  or  3  years 
in  a  variety  of  dramatic  ways,  not  just  people  coming  out  from  be- 
hind communist  regimes  and  into  the  market  system,  but  that  a 
$200  billion  Federal  budget  deficit  today  may  in  fact  be  more  dan- 
gerous than  a  $270  billion  deficit  was  just  2  or  3  years  ago. 

That's  an  arguable  proposition,  but  I  think  the  weight  of  the  tes- 
timony the  other  day  and  the  changes  that  are  occurring,  treasury 
refinancings,  the  weakness  of  the  dollar,  and  a  host  of  other  things, 
should  cause  us  to  reflect  with  great  care  on  that.  Therefore,  this 
strategy  is  not  just  another  pile  of  papers  between  two  attractive 
covers.  We'd  better  figure  out  exactly  where  we're  going  in  export 
strategy  or  we're  going  to  be  lefl  behind  as  a  Nation  and  we  can't 
afford  to  have  that  happen. 

With  that,  let  me  yield  to  Senator  Bond. 

OPENING  STATEMENT  OF  SENATOR  CHRISTOPHER  S.  BOND 

Senator  Bond.  Thank  you  very  much,  Mr.  Chairman.  Earlier,  at 
one  of  the  previous  hearings,  I  wasn't  sure  that  we  were  going  to 
have  more  opportunities.  I  expressed  my  appreciation  to  you  for 
your  leadership  of  this  Committee.  I  think,  in  light  of  what  you 
said,  I  want  to  reiterate,  and  I  know  I  speak  for  many  of  the  Mem- 
bers on  this  side,  that  we  have  had  an  exciting  6  years  under  your 
leadership.  When  I  accepted  membership  on  the  Banking  Commit- 
tee 8  years  ago,  I  didn't  realize  we  were  going  to  be  in  a  run,  gun, 
and  shoot  western  kind  of  involvement  in  all  kinds  of  controversies. 
We  have  gone  through  some  extremely  difficult  ones,  from  the  sav- 
ings and  loan  crisis,  to  problems  in  HUD,  to  the  development  of 
strategies  to  deal  with  the  changes  in  banking,  and,  ultimately,  the 
Whitewater  affairs. 

I  would  say  that  you  have  been  eminently  fair  in  your  leadership 
of  this  Committee.  I  believe  that  we  have  come  through  the  trou- 
bled waters  with  very  good  legislation  passed  out  of  here.  It  has 
been,  by  and  large,  on  a  bipartisan  basis.  We  found  that  we  can 
-do  things  very  well  when  this  Committee  works  together  on  a  bi- 
partisan basis.  You  have,  by  your  leadership,  demonstrated  the  ca- 
pacity to  mold  a  bipartisan  support.  Certainly,  the  two  measures 
that  you  have  just  mentioned  that  passed  recently  are  good  indica- 
tors of  that. 


I  remain  hopeful  that  Senator  Bryan  and  I,  with  the  Fair  Credit 
Reporting  Act,  may  find  a  burning  bush  or  a  blazing  ray  of  sunlight 
to  get  that  one  passed.  I'm  sure  I  speak  for  all  Members  of  the 
Committee  when  I  say  I  have  enjoyed  working  on  fair  credit  report- 
ing about  as  long  as  I  need  to  enjoy  that.  I  have  reached  my 
threshold  of  pleasure  on  that  and  I  would  hope  we  could  get  it  done 
so  we  won't  have  to  come  back  and  revisit  it  next  year.  It  is  badly 
needed  and  we  will  continue  to  work  to  see  if  we  can  resolve  the 
difficulties  that  face  it. 

I  want  to  address  myself  specifically  to  the  subject  of  this  hear- 
ing, though,  Mr.  Chairman,  because  I  think  it's  critically  important 
to  our  Nation's  economy  and  I  find  it  very  important  personally 
that  we  talk  about  what  we're  doing  to  promote  exports.  I  know 
many  of  my  colleagues  are  tired  of  hearing  me  make  speeches 
about  the  importance  of  expanding  exports,  something  I  did  as 
Governor,  and  trying  to  get  more  small-  and  medium-sized  busi- 
nesses into  exporting.  The  most  important  thing  that  we  have  seen 
we  need  to  do  is  to  get  the  Federal  Government  to  get  its  act  to- 
gether to  provide  assistance  to  them.  It's  important  that  we  con- 
tinue to  focus  attention  on  this  subject  because  it  is  critical  to  the 
future  health  of  our  Nation's  economy. 

The  United  States  simply  will  not  be  able  to  maintain  its  leader- 
ship position  in  the  world  economy  unless  we  continue  to  increase 
the  amount  of  goods  and  services  that  we  sell  to  other  countries. 
We  know  the  United  States  today  is  the  world's  major  exporter, 
however,  the  majority  of  these  exports  come  from  a  very  few  very 
large  firms.  If  we're  going  to  see  substantial  growth  in  our  export 
accounts,  we  have  got  to  do  a  better  job  of  getting  small  businesses 
involved. 

The  simple  fact  is  that  small  businesses  will  not  become  involved 
because  they  cannot  do  it  on  their  own.  They  need  trade  leads  and 
marketing  support  from  the  Commerce  Department.  They  need  fi- 
nancing from  the  Export-Import  Bank  and  the  SBA.  They  need  the 
financial  security  provided  through  OPIC.  They  are  competing 
against  companies  whose  governments  give  them  all  of  this  sup- 
port, and  more.  We  have  to  give  them  the  tools  they  need  to  fight 
and  win  these  battles. 

I  would  have  to  say  I've  been  gratified  by  what  I  have  seen  over 
the  past  year  and  a  half  Anyone  who's  watched  this  Committee 
over  that  period  of  time  would  clearly  be  aware  that  I've  had  a  sig- 
nificant number  of  policy  disagreements  with  the  Administration 
on  a  wide  range  of  issues.  One  area  where  we  see  eye-to-eye,  how- 
ever, is  on  trade,  promotion  and  financing. 

Throughout  my  first  term  in  the  Senate,  which  ended  in  1992, 
I  was  frustrated  time  and  again  as  I  tried  to  convince  officials  in 
the  last  two  Administrations  of  the  importance  of  focusing  on  ex- 
port promotion  and  financing.  Time  and  time  again,  I  failed.  Al- 
though there  are  other  governmental  and  national  benefits  from 
the  State  Department  policies  in  those  Administrations  with  a 
strong  Secretary  of  State,  they  often  raised  other  concerns  conflict- 
ing with  trade,  promotion  and  expansion. 

Clearly,  that's  not  been  a  problem  with  the  Clinton  Administra- 
tion. Secretary  Brown  deserves  great  credit  not  only  for  the  work 


he  has  done  to  make  the  TPCC  work,  but  also  for  his  tireless  ef- 
forts to  sell  American  products  throughout  the  world. 

For  too  long,  we  ignored  the  importance  of  high-level  contacts  on 
behalf  of  American  companies.  Other  Heads  of  State  and  legislative 
leaders  did  it.  Ours  did  not,  and  we  suffered. 

As  a  direct  result  of  the  efforts  of  Secretary  Brown  and  the  Presi- 
dent, McDonnell  Douglas  in  my  State  and  Boeing  in  Senator 
Murray's  State  will  share  a  major  aircraft  sale  to  the  Saudi  Air- 
lines. 

Just  last  month,  the  company  in  my  State  won  a  $250  million 
power  transmission  contract  in  Malaysia,  due  in  no  small  part  to 
contacts  that  Treasury  Secretary  Bentsen  made  at  my  request. 

Mr.  Secretary,  I  think  you  also  deserve  great  credit  for  your  ef- 
forts to  promote  and  push  exports.  You  deserve  commendation  for 
the  progress  you've  made  bringing  coordination  to  the  wide  range 
of  Federal  export  programs,  approving  finance  programs,  and  open- 
ing export  one-stop  shops,  a  concept  I  had  pushed  for  years  and  am 
delighted  to  see  in  operation. 

Still,  I  think  there's  a  lot  more  that  can  and  must  be  done.  We 
can  make  ten  times  more  progress  than  we  have  already  and  still 
not  match  the  existing  efforts  of  countries  like  Japan  or  Taiwan. 

I  look  forward  today  to  hearing  how  you  plan  to  build  on  the 
work  vou've  done  so  far,  and  I  look  forward  to  working  with  you 
to  make  further  progress  in  ensuring  that  our  small  businesses  get 
the  assistance  they  need  to  be  major  players  in  the  global  economy 
for  the  21st  century. 

In  closing,  I  would  turn  again  to  the  Chairman  and  say  that  he 
deserves  great  credit  for  his  efforts  to  focus  attention  on  this  issue 
and  to  improve  the  services  available  to  American  exporters.  Al- 
though we  probably  spent  more  time  over  the  years  disagreeing 
across  this  table  on  the  specifics  of  trade  policy,  there  are  a  few 
things  on  which  we  agree.  This  is  one  area  where  we  share  the 
same  goals  and  the  ideas  of  how  to  accomplish  these  goals.  Your 
leadership  on  this,  Mr.  Chairman,  has  been  terrific  and  we  will 
miss  your  work  and  your  leadership  in  the  future. 

Thank  you. 

The  Chairman.  Thank  you  very  much.  Senator  Bond,  especially 
for  your  kind  personal  comments. 

I  want  to  tell  you  I'll  do  everything  I  can  to  assist  you  on  fair 
credit  reporting.  I  think  that  is  important  to  accomplish.  You've 
done  a  great  job  on  it  with  Senator  Bryan.  Consider  mv  shoulder 
fully  at  the  wheel  on  that.  You  know  we've  got  some  proolems,  but 
they're  not  with  me. 

I  must  also  make  a  personal  comment.  As  I  look  at  you  and  think 
about  our  history  over  the  years,  back  to  when  I  was  in  the  other 
party,  in  the  House  of  Representatives,  and  going  to  a  candidate 
school  and  when  you  were  a  fledgling  Republican  candidate  for  of- 
fice before  you  became  Governor  and  other  things,  it  brings  back 
a  very  fond  recollection.  I've  really  enjoyed  the  privilege  of  serving 
,  with  you. 

Senator  Bond.  It's  been  my  pleasure.  We  learned  a  lot  of  tips. 
I'm  glad  you  left  a  few  of  them  in  our  party  before  you  switched. 

The  Chairman.  Thank  you. 

Senator  Murray. 
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OPENING  STATEMENT  OF  SENATOR  PATTY  MURRAY 

Senator  Murray.  Thank  you,  Mr.  Chairman.  I  join  with  my  col- 
league from  Missouri  in  his  strong  accolades  for  you.  I  echo  them, 
as  well  as  his  strong  remarks  regarding  trade  and  the  need  for  us 
to  continue  to  expand  that. 

I  particularly  enjoyed  hearing  his  appreciation  for  what  this  Ad- 
ministration has  done  in  terms  of  exports  under  your  supervision, 
Mr.  Secretary.  I  have  seen  tremendous  progress  in  the  last  year 
and  a  half  and  this  Administration  and  you  have  done  an  outstand- 
ing job  in  bolstering  our  countr/s  trade  portfolio. 

I  want  you  to  know  the  people  of  my  home  State  of  Washington 
are  in  your  comer.  They,  especially,  appreciate  the  efforts  you  have 
made  in  trade  and  the  tremendous  progress  that  we  have  seen  in 
the  last  year  and  a  half.  After  two  decades  of  stalemate,  we  are 
now  going  to  be  able  to  sell  our  apples  to  Japan.  I  can't  tell  you 
what  a  great  feeling  this  is  in  my  home  State  and  what  a  boon  it 
is  to  our  central  Washington  farmers. 

I  also  really  appreciate  all  of  the  work  you've  done  to  reduce  sub- 
sidies and  unfair  nontariff  barriers  around  the  world.  This  has  cer- 
tainly helped  the  biggest  employer  in  my  State,  the  Boeing  com- 
pany. Your  understanding  of  needing  to  work  in  an  international 
economy  has  really  been  a  boon  to  all  of  us. 

I  want  to  echo  Senator  Bond's  words  regarding  small  businesses 
and  their  need  to  export,  and  especially  thank  you  for  selecting  Se- 
attle as  one  of  the  sites  for  a  one-stop  shop.  That  will  really  make 
a  difference  for  our  companies. 

This  morning,  I  want  to  state  for  the  record  that  I  am  a  big  sup- 
porter of  your  efforts  to  achieve  the  ratification  of  the  Uruguay 
Round  negotiations  this  year.  I  know  it  took  7  years  to  hammer  out 
this  agreement  and  it's  clearly  in  America's  interest.  We  shouldn't 
drop  the  ball  now.  It  needs  to  be  done  and  it  will  make  a  tremen- 
dous difference  to  our  exporters. 

There  has  never  been  a  Commerce  Secretary  in  my  memory,  and 
I  was  bom  and  raised  in  Washington  State,  who  has  devoted  so 
much  time  to  my  corner  of  the  country.  I  know  you  just  got  back 
from  Seattle  with  the  president  of  Russia. 

It's  amazing,  but  Russians  are  now  the  largest  growing  immi- 
grant group  in  my  home  State.  We  are  beginning  to  recognize  the 
importance  of  exporting  and  investing  in  Russia  and  appreciate 
your  efforts  there.  I'm  especially  pleased  with  your  announcement 
that  the  American  Business  Center  will  be  opening  on  Sakhalin  Is- 
land in  the  Russian  Far  East.  This  is  going  to  be  a  great  boon  to 
us.  There's  a  huge  opportunity  here  and  I  look  forward  to  working 
with  you  in  that  region  and  with  trade  in  the  coming  years. 

I  have  to  be  in  the  Budget  Committee  hearing  this  morning  as 
well.  I  do  want  to  put  out  one  question  in  a  trade  area  that  I  feel 
is  especially  critical. 

Mr.  Secretary,  you  know  how  important  the  relaxation  of  unnec- 
essary export  controls  is  to  this  country's  high-tech  products.  I 
know  these  controls  are  a  relic  of  the  cold  war  and  they  have  to 
be  reformed.  It's  certainly  important  to  the  forward-thinking  high- 
tech  companies  in  my  comer  of  the  country:  Export  control  reform 
is  a  top  priority  for  us. 


I  just  wanted  to  put  out  one  question  to  you:  Has  the  Adminis- 
tration made  any  progress  in  conducting  a  review  of  the  impact  of 
U.S.  export  restrictions  on  American  manufacturers  of  encrypted 
software? 

This  is  an  issue  that  continues  to  be  of  importance  in  my  State. 
If  you,  in  your  remarks  or  at  a  later  time,  can  address  that  ques- 
tion, I  would  appreciate  it. 

Again,  Mr.  Chairman,  thank  you  for  holding  this  very  important 
hearing  and  for  your  leadership  on  this  Committee.  We  will  miss 
you.  I'm  sure  you  won't  miss  us. 

The  Chairman.  No,  I  will  miss  you,  as  a  matter  of  fact.  Most  of 
the  time. 

[Laughter.] 

Senator  Bennett. 

OPENING  COMMENTS  OF  SENATOR  ROBERT  F.  BENNETT 

Senator  BENNETT.  Thank  you,  Mr.  Chairman.  I  don't  have  an 
opening  statement. 

I  look  forward  to  what  we're  going  to  hear  today  because  export 
is  indeed  one  of  the  major  engines  driving  our  economic  recovery. 
A  lot  of  people  don't  understand  the  importance  of  exports.  Many 
times  we  focus  on  the  goods  number  in  terms  of  the  balance  of 
trade  and  not  on  the  services  number.  We  have  a  positive  balance 
of  trade  in  services  and  that  sector  of  the  economy  is  growing  most 
rapidly. 

I  have  many  of  the  same  concerns  as  Senator  Murray  about  the 
software  issue.  She  may  have  Microsoft  in  her  State,  but  we  have 
Novell  and  WordPerfect  in  ours.  So  we  have  a  commonality  of  in- 
terest there  and  I'll  look  forward,  Mr.  Secretary,  to  your  answer  to 
her  question. 

With  that,  Mr.  Chairman,  I'm  through,  except  to  once  again 
thank  you  for  your  leadership  and  your  evenhanded  way  of  running 
this  Committee,  and  to  tell  you  again  we  will  miss  you,  whether 
the  next  Chairman  is  Mr.  D'Amato  or  Mr.  Sarbanes. 

The  Chairman.  Thank  you  very  much. 

Senator  Dodd — I  beg  your  pardon.  I  think  Senator  Sarbanes  is 
next.  Excuse  me. 

OPENING  STATEMENT  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  Thank  you,  Mr.  Chairman.  I'm  pleased  to 
welcome  our  witnesses  this  morning  to  testify  on  the  second  annual 
report  to  Congress  of  the  Trade  Promotion  Coordinating  Commit- 
tee. 

Mr.  Chairman,  it  was  about  2V2  years  ago,  in  May  1992,  that  I 
chaired  a  hearing  in  this  Committee's  Subcommittee  on  Inter- 
national Finance  on  the  Export  Promotion  Programs  of  the  Federal 
Government.  We  brought  a  number  of  representatives  of  agencies 
here  to  testify  on  that.  Once  we  got  them  to  the  witness  table,  it 
was  clear  that — we  asked  them  and  none  of  them  knew  anyone 
else.  They  were  all  in  this  export  promotion  game,  supposedly,  and 
they  didn't  even  know  one  another,  which  underscores  findings 
made  by  the  GAO  in  January  1992,  in  its  report  on  export  pro- 
motion. The  hearing  was,  in  part,  geared  to  that  report  from  the 
GAO. 
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The  GAO  pointed  out  that  the  funding  for  the  ten  Executive 
Branch  agencies  involved  in  export  promotion  is  not  made  on  the 
basis  of  any  explicit  Government-wide  strategy  or  set  of  priorities. 

"Without  an  overall  rationale,  it  is  unclear  whether  export  pro- 
motion resources  are  being  channeled  into  areas  with  the  greatest 
potential  return." 

In  response  to  that  report,  in  the  hearing,  this  Committee,  very 
much  on  a  bipartisan  basis,  I  want  to  say,  authored  the  Export  En- 
hancement Act  of  1992,  which  established  in  statute  the  Trade  Pro- 
motion Coordinating  Committee,  made  up  of  all  the  agencies  of  the 
Federal  Government  involved  in  export  promotion  and  export  fi- 
nance and  chaired  by  the  Secretary  of  Commerce.  The  legislation 
directed  the  Trade  Promotion  Coordinating  Committee  to  develop 
a  Grovemment-wide  strategic  plan  for  carrying  out  Federal  export 
promotion  and  export  financing  and  to  report  annually  to  the  Con- 
gress on  the  implementation  of  the  plan.  It  also  called  upon  the 
TPCC  to  propose  to  the  President  an  annual  unified  trade  pro- 
motion budget. 

I  want  to  say  that,  in  their  confirmation  hearings,  both  Secretary 
Brown  and  Mr.  Brody,  President  of  the  Eximbank,  testified  very 
strongly  about  how  they  were  going  to  make  this  Trade  Promotion 
Coordinating  Committee  work,  and  how  determined  they  were  to 
come  forward,  on  time  and  in  substance,  with  the  first  annual  re- 
port. They  did  exactly  that. 

The  report  last  year,  "Toward  a  National  Export  Strategy,"  es- 
tablished a  framework  for  strengthening  this  country's  export  pro- 
motion efforts  and  recommended  more  than  60  specific  actions  that 
would  enhance  U.S.  export  performance. 

They're  back  this  year  for  the  second  report,  which  is  now  enti- 
tled, simply,  "A  National  Export  Strategy,"  not  "Toward  a  National 
Export  Strategy."  I  accept  that  wording  and  I  think  it's  on  the 
mark. 

This  year's  report  sets  out  the  implementation  of  the  over  60  rec- 
ommendations made  in  last  year's  report.  It  outlines  a  new  strate- 
gic direction  for  the  future.  It  discusses  in  detail  the  aggressive  ad- 
vocacy effort  developed  by  the  TPCC  to  support  U.S.  firms  seeking 
to  make  sales  abroad,  the  implementation  of  a  more  aggressive  ex- 
port finance  policy,  particularly  in  the  use  of  Tied  Aid  credits  as 
called  for  in  the  1992  legislation,  the  effort  made  to  assist  small- 
and  medium-sized  businesses  to  export,  such  as  the  four  export  as- 
sistance centers  that  have  already  been  established  in  Baltimore, 
Chicago,  Miami,  and  Los  Angeles,  which  was  also  called  for  in  the 
legislation,  and  the  efforts  made  to  promote  exports  of  environ- 
mental technologies  and  services. 

The  report  also  recommends  that  in  the  future,  the  TPCC  focus 
on  countries,  regions,  and  sectors  holding  the  greatest  opportunity 
for  American  exporters.  It  identifies  ten  big  emerging  markets  in 
the  developing  world  as  holding  particular  promise  for  U.S.  ex- 
ports, as  well  as  six  industries  worthy  of  particular  attention  in 
U.S.  promotion  efforts. 

I'm  particularly  pleased  that  this  report  includes,  for  the  first 
time,  a  unified  trade  promotion  budget,  as  called  for  in  the  legisla- 
tion. The  creation  of  such  a  budget  presented  no  small  challenge. 
It  required  the  cooperation  of  over  a  dozen  agencies  and  resulted 
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in  the  assembling  in  one  place  of  U.S.  expenditures  on  trade  pro- 
motion and  finance,  something  that's  never  existed  before. 

I  think  this  is  ground-breaking  work  and  I  want  to  give  credit 
for  this  achievement  to  0MB  Director  Rivlin  and  her  staff,  who  in- 
vested the  energy  and  commitment  to  get  this  project  going.  We're 
very  pleased  that  she's  able  to  be  with  us  here  this  morning  to  tes- 
tify on  the  unified  budget. 

Commerce  Secretary  Brown,  Commerce  Under  Secretary  Garten, 
and  Eximbank  Chairman  Brody  also  deserve  great  credit  for  their 
commitment  to  this  project. 

I  think  this  will  be  the  future  starting  point  .for  considerations 
of  efforts  by  the  Federal  Government  to  promote  U.S.  exports. 

As  I  understand  it,  the  budget  the  President  will  submit  to  the 
Congress  for  fiscal  1996  will  include  a  unified  trade  promotion 
budget,  as  well  as  a  discussion  of  how  the  trade  promotion  prior- 
ities outlined  in  the  report  were  applied  to  the  budgetary  decisions 
made. 

This  Trade  Promotion  Coordinating  Committee  has  turned  out  to 
be  a  very  effective  framework  or  vehicle,  I  think,  for  integrating 
our  export  strategy.  I  want  to  say  a  word  about  the  leadership  pro- 
vided to  the  Trade  Promotion  Coordinating  Committee  by  Com- 
merce Secretary  Brown,  Eximbank  President  Brody,  the  former 
SBA  Administrator,  Erskine  Bowles,  and  Ms.  Pulley,  we're  pleased 
to  have  you  here  this  morning,  the  OPIC  President,  Ruth  Harkin, 
and  Trade  and  Development  /^ency  Director,  Joe  Grandmaison. 

This  group  has  formed  a  genuine  tea  that's  been  a  driving  force 
behind  the  Trade  Promotion  Coordinating  Committee.  I  have  great 
respect  for  how  they've  been  able  to  work  together  without  the 
usual  battles  over  turf,  priority,  precedent,  and  recognition. 

In  two  short  years,  they  have  completely  reshaped  U.S.  trade 
promotion  efforts.  It's  a  very  significant  achievement  and  I'm 
pleased  we're  meeting  this  morning  for  the  next  step  in  moving  this 
process  forward. 

Finally,  Mr.  Chairman,  I  just  want  to  conclude  by  pointing  out, 
I  guess  this  is  probably  the  last  hearing  in  which  you  will  be 
chairing  the  Committee,  the  Senate  Banking,  Housing,  and  Urban 
Affairs  Committee.  It's  perhaps  fitting  that  we  should  be  focused 
on  this  subject  since  you've  been  so  deeply  engaged  in  the  effort  to 
address  the  ability  of  U.S.  firms  to  compete  successfully  in  foreign 
markets  and  to  create  jobs  for  U.S.  workers. 

Full  employment  and  jobs  for  American  workers  has  always  been 
at  the  very  top  of  your  agenda.  The  work  of  this  Trade  Promotion 
Coordinating  Committee  is  just  one  part  of  the  outstanding  legacy 
that  Chairman  Riegle  leaves  behind  in  terms  of  his  stewardship  of 
this  Committee. 

In  just  the  past  2  weeks,  in  fact,  President  Clinton  signed  into 
law  the  Riegle  Community  Development  and  Regulatory  Improve- 
ment Act  of  1994  and  the  Riegle-Neal  Interstate  Banking  and 
Branching  Efficiency  Act  of  1994.  This  legislation  represents  only 
the  most  recent  examples  of  an  outstanding  record  of  achievement 
for  which  Senator  Riegle  will  justifiably  be  remembered. 

Mr.  Chairman,  let  me  just  say  to  you,  I  have  sat  by  your  side 
and  I've  stood  with  you  on  issue  after  issue  as  you  have  led  this 
Committee  and  Congress  in  establishing  an  unparalleled  legislative 
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record  to  strengthen  our  Nation  and  to  benefit  all  Americans.  I 
want  to  underscore  how  proud  and  privileged  I  am  to  have  been 
able  to  have  served  with  you. 

Thank  you. 

The  Chairman.  Thank  you  very  much,  Senator  Sarbanes.  This 
gavel  right  here,  with  all  of  these  scars  and  marks  of  actions,  I 
hope  to  De  able  to  pass  to  you  next  spring.  I  know  the  voters  will 
decide  which  party  controls  the  Senate.  If  the  fortune  is  such  that 
it  should  be  the  continuation  of  our  party,  I  can't  think  of  anybody 
better  equipped  to  assume  this  chairmanship  than  yourself. 

That  will  be  a  good  fortune  for  the  country  if  it  comes  to  pass, 
and  I  certainly  hope  it  does.  Thank  you  for  your  kind  personal  com- 
ments. It  will  be  an  odd  sensation  not  to  get  up  every  morning  and 
sit  down  in  a  chair  beside  you,  which  we  ve  been  doing  now  for  at 
least  18  years,  and  a  number  of  years  before  that  in  the  House.  I 
thank  you  very  much  for  your  comments. 

Senator  Dodd. 

OPENING  COMMENTS  OF  SENATOR  CHRISTOPHER  J.  DODD 

Senator  Dodd.  Thank  vou,  Mr.  Chairman.  I  know  there's  a  vote 
that's  about  to  occur.  I'll  ask  unanimous  consent  to  include  my 
opening  remarks  in  the  record. 

The  Chairman.  Without  objection,  so  ordered. 

Senator  Dodd.  I'll  try  to  abbreviate  some  of  these  comments. 
This  is  going  to  sound  like  an  Irish  wake. 

[Laughter.] 

There  are  a  few  more  colleagues  who  have  yet  to  speak.  Mo 
Udall's  wonderful  line,  "Everything  has  been  said,  but  not  everyone 
has  said  it  about  you,"  comes  to  mind. 

[Laughter.] 

I'd  just  add  my  commendations  as  well  to  you.  You've  been  a 
great  friend.  We  served  in  the  House  and  the  Senate  together.  I've 
been  trailing  Paul  Sarbanes  around  for  20  years.  I  sat  with  him  on 
the  Judiciary  Committee  in  the  House  and  have  sat  next  to  him 
on  this  Committee  for  the  last  5  or  6  years. 

Like  you,  I  look  forward  to  sitting  next  to  him  again  next  year. 
Hopefully,  our  friends  on  the  other  side  won't  be  terribly  successful 
in  the  next  5  weeks,  so  we  can  assure  that. 

It's  appropriate,  in  a  way,  that  I  say  that,  not  just  because  this 
is  your  last  Committee  hearing  as  Chairman  of  the  Committee,  but 
because  this  bill  reflects  the  leadership  of  both  of  you,  quite  frank- 
ly, as  Chairman  of  the  Committee  and  as  the  coauthor  of  the  legis- 
lation that  we're  conducting  this  hearing  about. 

Senator  Sarbanes  deserves  tremendous  credit  for  shepherding 
the  legislation  through  that's  made  it  possible  for  us  to  really  ex- 
amine trade  promotion  policies  and  to  put  together  the  Trade  Pro- 
motion Coordinating  Committee  so  that  we  can  successfully  mar- 
shal scarce  resources  to  promote  what  is  such  a  significant  part  of 
our  economy. 

As  every  Member,  including  our  colleague  from  Utah,  the  Sen- 
ator from  Missouri,  Kit  Bond,  and  Senator  Murray,  have  all  point- 
ed out,  trade  is  critically  important. 

I  can  tell  you  in  my  own  State,  we've  had  hard  times  in  the  last 
10  years  because  of  tne  recession  and  the  end  of  the  cold  war  but, 
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in  Connecticut,  in  the  last  5  or  6  years,  we've  seen  an  increase  in 
trade  of  $5.5  billion.  We  rank  number  10  in  the  country  in  trade. 
Had  it  not  been  for  trade,  the  economy  of  my  State  would  literally 
be  shattered.  It's  bad  enough  as  it  is,  but  without  that  element  it 
would  be  far  worse. 

I  want  to  commend  both  of  you  for  your  leadership  on  this  par- 
ticular issue.  I  commend  the  Administration  as  well.  They  take  a 
lot  of  knocks,  in  my  view,  undeservedly  so,  for  many  things. 

One  area  that,  clearly,  they  deserve  great  credit  for  is  trade. 
We've  had  great  success  in  the  last  year  or  so.  The  Administration 
deserves  particular  credit  for  concluding  NAFTA  and  GATT  nego- 
tiations. Bringing  these  important  agreements  to  fruition  required 
the  tremendous  leadership  of  Mickey  Kantor,  Ron  Brown,  Ken 
Brody,  and  others.  NAFTA  was  a  major  accomplishment  for  this 
country  and  offers  great  opportunities  in  the  coming  years.  I  think 
that  all  of  us  here  agree  that  GATT,  too,  will  bring  similar  benefits. 

I'm  saddened  by  some  of  the  things  I  hear  and  see  about  the 
GATT  agreement.  It  will  reduce  barriers  and  tariffs  by  as  much  as 
one-third.  Those  are  just  taxes  we  pay  in  trying  to  sell  our  products 
overseas. 

The  Administration  really  deserves  a  great  deal  of  credit.  Hope- 
fully— we'll  have  to  wait,  I  guess,  30  or  40  days  or  so — but  hope- 
fully, we're  going  to  have  a  resounding  victory  on  GATT  and  move 
forward.  There's  a  great  opportunity  with  Chile  to  expand  trading 
opportunities. 

We  ought  to  be  doing  everything  possible  to  drive  that  issue. 
There  are  very  few  other  things  that  offer  as  much  hope  for  Amer- 
ican workers  as  does  expanding  markets  for  the  products  they 
produce,  sell,  and  market. 

I'm  surprised  by  the  extent  of  opposition  we're  getting  and  the 
advertising  we're  seeing  when  you  consider  how  many  people  have 
worked  so  long  on  both  sides  of  the  political  spectrum  in  this  coun- 
try to  achieve  trade  expansion.  I'm  deeply  worried  about  this  new 
ideology  that  seems  to  be  creeping  in.  It  suggests,  somehow,  that 
we'd  be  better  off  with  bilateral  agreements  across  the  spectrum 
and  not  some  sort  of  world  united  effort  to  try  to  bring  down  these 
tariffs  and  barriers.  We're  the  clear  winner  in  that. 

To  the  extent  these  less  developed  countries  can  grow  stronger, 
then  environmental  efforts  will  improve,  labor  issues  will  improve, 
and  all  of  these  other  issues  that  people  care  about  are  going  to  im- 
prove when  you  have  a  growing  economy  in  the  world. 

I'm  hopeful,  Mr.  Chairman,  that,  in  addition  to  our  discussion 
here  today,  we  won't  miss  the  opportunity  of  expressing  our  feel- 
ings about  how  important  it  is  to  approve  GATT  and  to  expand 
trading  opportunities. 

Again,  my  congratulations  to  you.  I'm  saddened  by  your  depar- 
ture. You've  been  a  great  personal  friend  of  mine,  and  that's  not 
going  to  end  with  your  departure,  but  it  won't  be  the  same  in  this 
Committee  or  in  the  Senate  to  come  to  work  and  not  find  you  here. 
You've  served  your  State  and  your  country  well.  I'm  proud  to  have 
'been  a  partner  with  you. 

The  Chairman.  Thank  you.  We  have  a  vote  that  has  started. 
We'll  have  to  adjourn  shortly  when  the  second  bells  ring  for  that 
purpose. 
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I  want  to  announce  that,  on  our  nominees  this  morning,  we've 
achieved  a  quorum.  All  votes  cast  so  far  have  been  favorable  for  all 
the  nominees  and  we'll  be  reporting  them  to  the  Floor. 

Senator  Moseley-Braun. 

OPENING  STATEMENT  OF  SENATOR  CAROL  MOSELEY-BRAUN 

Senator  Moseley-Braun.  Thank  you,  Mr.  Chairman.  I  will  be 
brief  because  of  the  vote,  but  I  want  to  commend  to  all  of  the  Mem- 
bers of  the  Committee  an  article  in  The  Washington  Post  of  today 
by  Sam  Gibbons,  who  is  Chairman  of  the  House  Ways  and  Means 
Committee,  in  which  he  says,  and  I  quote: 

I  firmly  believe  that  a  world  bound  together  by  the  ties  of  trade  is  a  world  strong- 
ly inclined  toward  economic  growth  and  peace. 

He  then  goes  on  to  quote  Cordell  Hull,  who  wrote  in  his  memoirs 
that: 

Unhampered  trade  dovetailed  with  peace,  high  tariffs,  trade  barriers,  and  unfair 
competition  with  war. 

It's  a  very  interesting  article  because  it  ties  together  the  relation- 
ship between  trade  promotion,  economic  development,  and  peaceful 
coexistence  on  this  planet. 

I  would  associate  myself  also  with  some  of  the  remarks  of  Sen- 
ator Bond  in  talking  about  the  importance  of  the  export  initiatives 
for  our  domestic  economy. 

We  have  investment  on  both  sides  of  the  equation,  both  in  terms 
of  our  international  relations  as  well  as  what  happens  here  at 
home,  right  here  in  this  national  export  strategy  that  is  to  be  dis- 
cussed at  this  hearing  this  morning. 

The  performance  and  growth  in  our  domestic  economy,  job  cre- 
ation, all  of  these  things  matter.  This  report  is  not  only  important 
to  the  business  community,  it  would  seem  to  me,  but  it's  also  im- 
portant to  working  people  as  well  because  I  think  herein  lies  some 
of  the  clues  to  where  the  jobs  are  going  to  be,  where  the  growth 
is  going  to  be,  and  how  we're  going  to  be  able  to  build  and  grow 
this  economy  even  more  than  we  have  so  far. 

I  want  to  commend,  as  everyone  else  has,  the  Administration  for 
its  focus  in  this  area  and  for  recognizing  the  importance  of  this 
area,  for  its  successes  in  this  area,  and,  just  as  significantly,  for  ar- 
ticulating the  strategies  that  it  intends  to  use  in  export  promotion 
because  it  does  have  such  a  significant  tie  to  so  many  different 
areas. 

I  want  to  commend  and  congratulate  the  people  who  are  here 
today,  distinguished  Members  of  the  Administration,  for  their  work 
on  the  Coordinating  Committee  and  for  putting  this  together  and 
giving  us  the  ability  to  look  at  these  facts  pulled  together. 

The  reality  is  we  still  have  some  huge  trade  deficits  with  our 
trading  partners.  I  am  very  much  concerned  and  hope  we  can  ad- 
dress and  question  the  whole  issue  of  reciprocity,  frankly,  in  re- 
gards to  regulatory  and  other  internal  market  limitations  on  trade, 
licensing,  and  other  kinds  of  inspection  procedures  that  some  of  our 
trading  partners  use  to  hamper  a  level  playing  field  for  American 
imports. 
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I  think  that's  a  significant  next  level.  I  think  it  is — I  won't  en- 
gage in  that  debate  at  this  time.  Certainly,  I  think  this  report 
shows  that  we  are  clearly  on  the  right  track. 

I  want  to  commend  and  again  congratulate  the  Secretary,  Ms. 
Rivlin,  Mr.  Brody,  and  our  otner  witnesses  for  this  report  and  for 
its  importance.  I  look  forward,  very  much,  to  participating  in  the 
discussion. 

The  Chairman.  Thank  you  very  much. 

Senator  Bryan. 

Senator  Moseley-Braun.  I  didn't  say  goodbye  to  you,  Mr.  Chair- 
man. We  all  love  you  and  everybody  said  as  much. 

Being  newcomers,  we  forget  about  the  congratulating.  I  think  I 
said,  wnen  I  first  found  out  you  were  retiring,  it  just  cut  me  to  the 
heart.  I  made  a  speech  on  the  Floor.  I'm  going  to  make  another  one 
on  the  Floor  about  what  a  terrific  Chairman  you  have  been  and 
how  you've  given  us  such  a  great  opportunity  to  learn  with  the 
hearings  you've  convened,  with  the  kind  of  attention  you've  paid, 
and  with  the  personal  support  and  attention  you've  given  me  as  a 
new  Member  of  this  Committee.  I'm  very  grateful  to  you  for  that, 
Mr.  Chairman.  Again,  I  will  take  my  real  time  to  express  my  grati- 
tude on  the  Floor. 

The  Chairman.  Thank  you.  I  appreciate  that  very  much. 

Senator  Bryan. 

OPENING  STATEMENT  OF  SENATOR  RICHARD  H.  BRYAN 

Senator  Bryan.  Mr.  Chairman,  I  know  our  time  is  short.  Let  me 
associate  myself  with  the  tributes  that  have  been  paid  to  your  lead- 
ership as  Chairman  of  this  Committee. 

When  I  first  joined  this  Committee,  we  were  in  the  wake  of  the 
collapse  of  the  savings  and  loan  industry.  You  helped  to  acquaint 
me  and  the  American  people  with  a  new  acronym  in  the  lexicon  of 
the  American  political  bureaucracy — FIRREA. 

That  would  not  have  come  to  pass  without  your  leadership,  and 
countless  other  issues  that  we've  taken  up  and  we've  enacted  have 
been  a  direct  result  of  the  kind  of  leadership  that  you've  provided 
to  this  Committee. 

I  just  want  to  say  that  the  fairness  with  which  you  have  treated 
me,  welcoming  me  as  a  new  Member  to  the  Committee,  the  many, 
many  courtesies  I  will  always  remember  and  appreciate.  Those 
courtesies  continue  as  you're  trying  to  help  Senator  Bond  and  I 
with  our  fair  credit  legislation. 

We're  going  to  miss  your  leadership  and  wish  you  the  very  best. 

The  Chairman.  Thank  you. 

Senator  Bryan.  Let  me  just  say  to  my  friend,  the  Secretary  of 
Commerce,  I'm  delighted  to  see  you  here  this  morning.  I  think  you 
Dlay  a  very  important  role  for  this  Administration  and  I'm  de- 
ighted  to  see  that  you  are  an  unabashed  advocate  of  American 
Dusiness  abroad,  an  appropriate  role  for  the  Secretary  of  Com- 
merce, one  that  we've  not  always  had. 

^  Mr.  Secretary,  your  leadership  is  appreciated  as  well.  I  thank 
you  very  much,  Mr.  Chairman. 

The  Chairman.  Thank  you.  Senator  Bryan. 

Senator  Kerry. 
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OPENING  STATEMENT  OF  SENATOR  JOHN  F.  KERRY 

Senator  Kerry.  Thank  you  very  much,  Mr.  Chairman.  I  know 
we're  under  the  gun  here  on  this  vote.  Let  me  iust  fairly  quickly 
summarize  a  couple  of  comments  and  then  I  know  we  have  to 
leave. 

First  of  all,  I  want  to  say  to  the  Secretary,  I  think  you've  done 
a  terrific  job  of  leading  the  TPCC  in  beginning  to  take  some  long 
needed  measures  to  get  us  out  into  the  marketplace.  This  is  the 
first  Administration  that  has  really  put  a  strategy  in  place. 

I  held  an  export  day  for  people  from  Massachusetts  the  other 
day.  Companies  came  down  here.  A  whole  host  of  agencies,  and 
there  are  many  of  them,  which  is  why  we  have  a  Coordinating 
Committee,  came  together.  People  knew  each  other  for  the  first 
time  in  years  on  a  first-name  basis.  They  were  working.  There  was 
a  coordinated  strategy.  They  could  give  business  people  answers. 
One-stop  shopping  is  becoming  a  reality.  They  knew  the  market- 
place. They  knew  the  opportunities  and  they  knew  the  service  they 
were  trying  to  provide.  I'll  tell  you,  it  is  going  to  be  enormously 
helpful  to  companies  in  this  country.  We're  making  a  good  begin- 
ning. 

I  am  concerned  that,  in  arriving  at  a  unified  budget,  we  have 
done  the  initial  organizing,  but  unifying  the  budget  is  not  nec- 
essarily prioritizing  the  budget.  It  disturbs  me  greatly  that  we  still 
have  75  percent  of  our  funding  for  export  promotion  going  to  agri- 
culture, which  is  only  10  percent  of  our  export  goods.  It  doesn't 
make  sense.  We  are  grossly  underfunding  our  industrial  opportuni- 
ties and  we've  just  got  to  reverse  this. 

Second,  when  I  was  most  recently  in  Hong  Kong  and  Japan,  I 
met  with  our  foreign  commercial  service  people  whose  jurisdiction 
is  under  the  Commerce  Committee,  under  the  Foreign  Commerce 
Trade  Subcommittee.  They  are  just  swamped  with  opportunities 
that  they  simply  can't  follow  up  on.  We  are  missing  billions  of  dol- 
lars of  contracts,  billions.  Not  by  exaggeration.  In  tne  words  of  two 
or  three  swamped  employees,  we  can't  keep  up  with  the  opportuni- 
ties. We're  not  connecting  or  networking  our  businesses  the  way  we 
ought  to. 

I  have  long  advocated  that  we  ought  to  be  putting  more  of  those 
centers,  that  you're  now  talking  about  putting  in,  in  some  of  the 
Big  Emerging  Markets,  as  you  call  them.  They  really  ought  to  also 
go  into  the  already-emerged  markets. 

Senator  Rollings  and  I  have  put  $500,000  into  the  budget  this 
year.  It  is  appropriated  and  yet,  it  is  not  yet  embraced  in  plans  to 
put  a  center  in  Tokyo.  We  want  to  get  a  center  in  Hong  Kong.  We 
ought  to  be,  I  think,  immediately,  not  waiting  down  the  road  but 
wimin  a  matter  of  years  as  a  matter  of  urgent  trade  policy,  putting 
these  centers  in  all  of  the  centers  of  business  activity,  particularly 
in  Asia,  where  I  am  constantly  confronted  by  business  people  say- 
ing, "^^^ere  is  America?,"  notwithstanding  the  new  emergence  that 
the  TPCC  expresses. 

I  really  hope  we  can  focus  on  that,  but  I  really  congratulate  you 
on  the  steps  that  have  been  taken.  I  want  to  congratulate  Senator 
Sarbanes  and  Senator  Riegle  for  having  taken  the  leadership  that 
finallv  pulled  these  people  together  to  think  about  this  in  a  coordi- 
natea  way. 
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It  is  so  vital  to  jobs.  You  look  at  Massachusetts,  where  we  have 
a  job  base,  export-dependent.  California,  Texas,  so  many  other 
States.  What  is  amazing  is  the  number  of  smaller  entities  that 
could  be  assisted  bv  these  centers  where  you  have  conference  ca- 
pacity, market  analysis  capacity,  meeting  rooms,  promotional  dis- 
play space,  a  whole  bunch  of  things  that  could  just  create  a  sense 
of  American  seriousness  and  presence.  What  a  wonderful  way  to 
make  real  the  breaking  down  of  the  barriers  in  a  place  like  Japan, 
where  all  of  this  negotiation  is  centered,  and  I  think  we  could  do 
a  lot  more. 

Let  me  just  close  by  saying,  everybody  has  talked  about  the  legis- 
lative efforts,  Mr.  Chairman,  that  you've  led,  and  I  applaud  all  of 
those.  It's  wonderful.  I  think  you've  been  the  target  of  some  very 
unfair  criticism  as  things  changed  in  Washington  and  people  began 
to  question  publicly,  with  a  new  sense  of  cynicism,  things  that  peo- 
ple in  public  life  were  supposed  to  do  as  a  matter  of  course  of  rep- 
resenting their  constituents.  We  all  live  with  that  and  we're  willing 
to,  but  tne  public  ought  to  know  the  consistency  of  your  advocacy 
on  behalf  of  people,  working  people. 

You  come  from  Michigan.  You  know  what  that  means.  You  have 
been  one  of  the  great  consciences  of  what  happens  to  people  as  the 
workplace  transition  takes  place. 

I  admire  enormously  your  advocacy.  I've  admired  it  since  I  came 
here  as  a  young  veteran  25  years  ago  to  access  my  Government. 
You  were  one  of  the  very  few  nere  who  listened.  You  were  a  Repub- 
lican back  then.  You  stood  up  against  your  party  at  the  time  with 
enormous  courage  and  took  a  position  publicly  that  at  that  time 
was  very,  very  difficult  and  on  the  cutting  edge. 

That  really  typified  who  you  are.  We're  going  to  miss  you  enor- 
mously. Youve  been  a  fair,  open-minded  leader  of  this  Committee 
on  very  difficult  issues.  I  just  applaud  your  public  service. 

Thank  you. 

The  CHAraMAN.  Thank  you  very  much.  Senator  Kerry.  I  appre- 
ciate that. 

We're  going  to  stand  in  recess  here,  briefly,  while  we  vote,  then 
we'll  be  back  and  we  will  resume. 

[Recess.] 

Senator  Sarbanes  [presiding].  We're  playing  tag  team  because  of 
the  vote.  I  saw  Senator  Riegle  in  the  nail  as  he  was  going  and  I 
was  coming  and  he  suggested  that  we  go  ahead  and  begin  the  testi- 
mony from  the  witnesses. 

Secretary  Brown,  we'll  turn  to  you  first.  We're  pleased  to  have 
you  here  with  us  this  morning. 

OPENING  STATEMENT  OF  RONALD  H.  BROWN, 
CHAIRMAN,  TRADE  PROMOTION  COORDINATING  COMMITTEE, 
SECRETARY,  DEPARTMENT  OF  COMMERCE,  WASHINGTON,  DC 

Mr.  Brown.  Thank  you  very  much.  Senator  Sarbanes  and  Mem- 
bers of  the  Committee.  We've  had  a  number  of  Members  who  have 
been  here  earlier  and  have  since  left  and  I  assume  others  will  be 
coming  in  as  we  proceed. 

It  is  a  great  pleasure  for  my  colleagues  and  I  to  be  here  this 
morning;  to  present  to  you  the  second  annual  report  of  the  Trade 
Promotion  Coordinating  Committee.  We're  very  proud  of  this  re- 
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port.  It  is  here  both  in  full  form  and  also  in  executive  summary 
form. 

I  have  just  a  brief  statement,  Senator  Sarbanes,  and  obviously 
would  ask  that  my  full  testimony  be  placed  in  the  record. 

Senator  Sarbanes.  The  full  statement  vsdll  be  included  in  the 
record. 

Thank  you. 

Mr.  Brown.  I  would  like  to  thank  Chairman  Riegle  and  you, 
Senator  Sarbanes,  for  your  strong  support  for  our  efforts  over  the 
last  year  and  for  your  continuing  advice  and  counsel. 

Senator  Sarbanes,  I  don't  need  to  tell  you  how  instrumental  you 
were  in  the  passage  of  the  legislation  which  codified  the  Trade  Pro- 
motion Coordinating  Committee,  of  which  I've  had  the  honor  and 
privilege  to  serve  as  Chairman.  I'm  glad  that  you  are  present  today 
to  see  the  results  of  your  efforts. 

In  addition,  I'd  like  to  take  just  a  moment  to  congratulate  Chair- 
man Riegle,  and  you.  Senator  Sarbanes,  again  and  to  note  your  im- 
portant leadership  on  all  of  these  issues.  I  hope  you  will  consider 
this  second  annual  Trade  Promotion  Coordinating  Committee  re- 
port as  a  tribute  to  your  vision  as  expressed  in  the  Export  En- 
hancement Act  of  1992,  that  vision  of  seeing  all  U.S.  Government 
agencies  working  together  to  promote  American  competitiveness 
abroad.  There  have  been  a  number  of  complimentary  statements, 
Senator  Sarbanes,  made  by  Members  of  the  Committee.  As  I  think 
you  know,  we  have  worked  very  hard  to  pull  together  these  19 
agencies  of  the  Federal  Government  and  I  think  the  most  hearten- 
ing portion  of  the  comments  to  me  was  seeing  it  in  action,  having 
Members  of  this  Committee  actually  seeing  representatives  of  these 
various  agencies  knowing  c«ch  other's  names  and  having  estab- 
lished relationships. 

A  good  deal  of  work  went  into  the  effort.  During  the  spring  of 
last  year,  there  were  working  sessions  5  days  a  week  for  no  less 
than  3  hours  a  day,  involving  all  of  the  agencies  that  resulted  in 
our  first  report.  The  same  kind  of  effort  has  gone  into  our  activities 
since  then.  We  take  great  pride  in  this  effort. 

I'd  also  like  to  express.  Senator  Sarbanes,  our  deep  appreciation 
for  the  tremendous  cooperation  we've  received  from  this  Committee 
in  general. 

I  would  like,  too,  to  thank  my  colleagues,  particularly  those  with 
me  at  the  witness  table  today.  Ken  Brody,  the  President  of  the 
Eximbank,  has  been  just  incredible,  not  only  in  his  support  of  the 
process,  but  in  his  support  of  me  in  my  role  of  Chairman.  Much  of 
the  intellectual  thrust  that  was  necessary  to  move  us  in  the  direc- 
tion in  which  we've  moved  has  really  come  from  Ken.  We've  worked 
together  as  a  team  and  I'm  very  appreciative  of  his  efforts. 

Cassandra  Pulley,  who  is  here  today  from  the  SBA,  and  her 
predecessor,  Erskine  Bowles,  have  also  made  extraordinary  con- 
tributions. The  reason  I  single  those  two  out  in  particular  is,  as  you 
know,  as  we've  set  up  our  export  assistance  centers,  we've  at- 
tempted to  collocate  the  commerce  operation,  the  Eximbank  oper- 
ation, and  the  SBA  operation,  to  create  virtual  one-stop  shopping 
for  exporters  to  turn  companies  that  are  export-ready  into  being  ex- 
porters to  help  them  make  that  leap. 
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Of  course,  Alice  Rivlin,  who  I've  worked  with  over  the  years,  hav- 
ing her  in  her  present  role  is  a  special  treat.  We  know  of  your  in- 
terest in  a  unified  budget.  Without  the  leadership  of  the  Director 
of  the  Office  of  Management  and  Budget,  that  would  not  be  pos- 
sible. We  believe  we've  made  significant  strides  in  that  regard. 

We  believe.  Senator  Sarbanes,  that  this  report  is  evidence  of  a 
journey  begun,  I  would  like  to  think  a  journey  begun  with  a  lot  of 
vigor,  a  lot  of  energy,  a  lot  of  momentum,  but  still  just  the  begin- 
ning of  a  journey. 

As  you  know,  over  the  past  year,  I've  traveled  the  globe  leading 
Presidential  business  development  missions,  advocating  the  com- 
mercial interests  of  the  United  States.  Believe  it  or  not,  before  the 
issuance  of  the  report  last  year,  Senator  Sarbanes,  the  United 
States  had  no  national  export  strategy.  We  have  one  now.  We  have 
a  strategy.  We  have  a  plan.  We  are  implementing  it,  and  it  is  work- 
ing. It  is  working  to  create  economic  growth  in  America  and  to  cre- 
ate jobs  for  the  American  people. 

We  know  that  trade  is  not  a  zero-sum  game.  When  we  trade  with 
other  nations,  both  sides  win.  Trade  promotion  is  a  means,  not 
merely  an  end.  When  American  companies  win  contracts  to  up- 
grade  infrastructures  in  foreign  countries,  the  citizens  of  that  coun- 
try receive  efficient,  quality  products  and  services,  while  supporting 
American  jobs  here  at  home. 

I've  had  the  opportunity  to  travel  to  a  number  of  places  in  trade 
promotion  efforts — Russia,  China,  Japan,  Saudi  Arabia,  the  rest  of 
the  Middle  East,  South  Africa,  Argentina,  Brazil,  Chile,  Ven- 
ezuela— all  to  stand  shoulder  to  shoulder  with  American  business 
and  industry  to  make  sure  that  our  industries  receive  the  support 
they  need  from  their  Government  in  order  to  not  only  compete,  but 
to  win  in  what  is  an  increasingly  competitive  global  economic  mar- 
ketplace. 

One  of  our  notable  successes,  and  I  mention  this  because  of  the 
presence  of  President  Mandela  in  the  United  States  this  week,  one 
of  those  successes  has  been  South  Africa.  When  President  Mandela 
called  for  the  return  of  foreign  investment  to  South  Africa,  Presi- 
dent Clinton  charged  me  with  the  responsibility  of  leading  the  first 
Presidential  trade  and  investment  mission  to  South  Africa  in  over 
30  years.  Four  days  after  the  President  signed  the  sanctions-lifting 
legislation,  we  were  on  the  ground  in  South  Africa  with  American 
business  leaders  talking  about  what  we  could  do  to  enhance  our 
commercial,  our  investment,  our  economic,  and  trade  relationship 
with  South  Africa. 

All  of  our  delegations  include  senior  Administration  officials  but, 
I  think  most  importantly,  they  include  American  CEO's  who  are  in 
the  competitive  marketplace.  We  are  trying  to  help  them  compete 
and  win. 

We  at  the  Commerce  Department  bring  to  this  task  of  promoting 
trade  the  commitment  necessary  to  further  larger  goals,  such  as 
helping  to  support  democracy  and  to  support  prosperity.  Certainly 
that  is  the  case  in  the  situation  in  South  Africa,  but  also  in  China, 
Russia,  and  other  places  in  the  world. 

Last  year,  as  you  might  recall.  Senator  Sarbanes,  we  set  a  goal 
of  increasing  United  States  exports  of  goods  and  services  to  over  a 
trillion  dollars  by  the  turn  of  the  century.  United  States  sales 
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abroad  are  running  at  a  rate  of  $685  billion  in  the  second  quarter, 
up  7  percent  from  the  same  period  last  year,  despite  recessions  in 
our  traditional  markets. 

With  NAFTA  in  place,  exports  to  Canada  and  Mexico  have 
boomed,  as  they  have  to  East  Asia  and  to  South  America. 

In  addition,  with  economic  growth  beginning  to  expand  in  the  in- 
dustrialized world,  we  can  look  forward  to  a  stronger  export  per- 
formance in  1995  and  beyond,  to  the  point,  I  believe,  that  we  can 
raise  our  objective  from  $1  trillion  in  exports  by  the  year  2000  to 
an  even  more  ambitious  objective  of  $1.2  trillion  by  the  year  2000, 
as  depicted  on  the  chart  before  you. 

Reaching  this  objective  is  something  the  private  sector  must  do 
transaction  by  transaction,  sale  by  sale,  joint  venture  by  joint  ven- 
ture. We  can  help.  We  can  be  better  and  more  effective  partners. 

The  Clinton  Administration,  as  I've  indicated,  does  have  a  plan 
and  a  strategy  and  we  are  implementing  it,  from  NAFTA  to  APEC 
to  implementation  of  the  Uruguay  Round.  We  are  opening  markets 
for  our  businesses,  for  our  farmers,  and  for  our  workers.  Once  we 
have  opened  those  markets,  we  also  have  a  plan  to  help  take  ad- 
vantage of  those  opportunities  and  their  promise  for  job  creation. 

In  other  words,  Senator  Sarbanes,  there's  a  direct  connection 
here.  This  is  really  not  about  ideology  or  philosophy.  The  fact  is 
that  American  exports  equal  American  jobs.  I  think  we  have  to 
make  that  connection  over  and  over  in  order  to  cause  the  public  to 
understand  how  important  these  efforts  are. 

In  our  1993  Trade  Promotion  Coordinating  Committee  report,  we 
detailed  over  60  action  recommendations,  which,  if  taken,  would 
constitute  our  Nation's  first  comprehensive  export  strategy.  The  re- 
port, as  you  noted  in  your  remarks,  was  deliberately  called,  "To- 
ward A  National  Export  Strategy." 

It  is  my  pleasure  to  say  that  we  have  made  considerable  progress 
on  virtually  all  of  the  recommendations  and  now  we  have  a  na- 
tional export  strategy. 

Since  I  testified  before  this  Committee  a  year  ago,  my  colleagues 
and  I  on  the  TPCC  have  relentlessly  pursued  efforts  to  expand 
United  States'  presence  in  world  markets.  Our  major  accomplish- 
ments can  be  categorized  into  five  key  themes  which  are  at  the 
heart  of  our  export  promotion  efforts. 

First,  we  are  pursuing  an  aggressive  advocacy  strategy.  I've  al- 
ready mentioned  some  of  the  elements  of  that  strategy.  It's  very 
different  from  what  was  the  case  in  the  United  States  previously. 
It  was  almost  deemed  unAmerican  for  an  Administration  to  be  out 
advocating  the  commercial  interests  of  our  country,  to  be  working 
with  the  private  sector  in  a  coordinated  effort.  That  has  changed 
and,  I  think,  changed  for  the  best. 

Second,  we  have  made  major  progress  in  implementing  rec- 
ommendations, including,  in  our  1993  report,  eliminating  unneces- 
sary and  ineffective  export  controls  and  streamlining  the  licensing 
process.  Over  the  past  year,  these  reforms  have  led  to  a  reduction 
in  the  value  of  goods  requiring  prior  export  authorization  by  over 
$32  billion. 

Third,  under  the  leadership  of  Chairman  Brody,  we  have  signifi- 
cantly upgraded  our  trade  finance  programs  and  improved  coopera- 
tion among  agencies. 
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Fourth,  many  of  our  efforts  over  the  past  year  have  focused  on 
small-  and  medium-sized  companies  to  improve  their  export  per- 
formance. That  was  one  of  the  questions  or  issues  that  Senator 
Bond  and  others  have  raised  and  our  focus  really  is  on  getting 
small-  and  medium-sized  companies  into  the  export  marketplace. 

For  example,  we're  very  proud  of  the  network  of  export  assist- 
ance centers  we  are  estaolishing  around  the  country.  These  cen- 
ters, as  I've  indicated,  attempt  to  collocate  Eximbank  and  the  SBA 
in  one  location,  which  we  think  helps  small-  and  medium-sized 
businesses.  It  keeps  them  from  being  pushed  and  pulled  from  pillar 
to  post  and  creates  one-stop  shopping  for  them. 

Fifth,  over  the  past  year,  we  have  formulated  a  strategy  to  en- 
hance the  United  States'  share  of  the  growing  global  market  of  en- 
vironmental technologies  which  is  expected  to  exceed  $400  billion 
by  the  end  of  the  decade. 

In  addition,  our  report  identifies  some  new  directions.  We  have 
begun  to  create  even  greater  opportunities  for  American  busi- 
nesses. Let  me  just  highlight  a  few. 

Perhaps  the  most  promising  opportunities  for  United  States' 
firms  in  the  next  several  decades  can  be  found  in  what  we  now  call 
the  Big  Emerging  Markets,  or  BEM's.  These  are  ten  markets  which 
are  expected  to  account  for  over  40  percent  of  total  global  imports 
over  the  next  20  years.  Four  of  those  are  in  Asia-— China,  Indo- 
nesia, South  Korea,  and  India.  Three  are  in  Latin  America — Mex- 
ico, Argentina,  and  Brazil,  two  in  Europe — ^Turkey  and  Poland,  and 
one  in  South  Africa.  We  are  developing  a  long-term  export  strategy 
for  each  BEM  and  an  interagency  team  to  manage  that  strategy. 

Of  course,  we're  not  ignoring  our  traditional  markets — Canada, 
Japan,  Mexico,  and  Europe — which  still  account  for  over  half  of  our 
exports,  or  newer  markets  like  Russia  and  the  Newly  Independent 
States. 

Finally,  an  important  element  of  our  report,  which  will  be  dis- 
cussed in  greater  detail  by  the  Director  of  the  0MB,  Alice  Rivlin, 
is  a  unified  trade  promotion  budget  that  permits  comparisons  of 
trade  promotion  spending  across  agencies,  across  activities,  across 
geographic  regions  and  sectors,  and  firm  sizes. 

In  sum,  we  told  you  a  year  ago  that  we  were  going  to  do  some- 
thing and  we  have  done  it.  It,  too,  like  our  steps  toward  a  unified 
budget,  is  just  a  beginning.  We  have  done  a  lot  of  work  to  level  the 
playing  field,  to  put  us  on  a  par  with  our  foreign  competitors,  like 
the  French,  the  Germans,  the  Japanese,  and  the  others. 

Our  challenge  for  the  coming  years,  as  we  broaden  and  deepen 
our  export  strategy,  is  to  implement  a  plan  that  will  not  just  allow 
us  to  meet  foreign  competition,  but,  in  effect,  to  leave  that  competi- 
tion in  the  dust.  That  is  exactly  what  we  intend  to  do,  Mr.  Chair- 
man. 

I'd  like  to  now  turn,  if  I  might,  to  Alice  Rivlin,  the  Director  of 
the  Office  of  Management  and  Budget. 

OPENING  STATEMENT  OF  ALICE  M.  RIVLIN, 
-ACTING  DIRECTOR,  OFFICE  OF  MANAGEMENT  AND  BUDGET, 

WASHINGTON,  DC 

Ms.  RrvLIN.  Thank  vou  very  much.  I'd  like  to  add  my  personal 
admiration  not  only  for  your  leadership  of  this  Committee,  Mr. 
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Chairman,  but  I  remember  when  you  were  a  freshman  Republican 
Congressman.  I  guess  I've  watched  you  growing  in  these  various 
jobs  over  quite  a  long  time.  You  will  be  missed  on  Capitol  Hill. 

The  Chairman.  Thank  you.  I  think  you  were  a  high  school  intern 
at  that  time. 

[Laughter.] 

Ms.  RiVLiN.  The  Secretary  has  talked  about  our  report  and  about 
the  strategy  and  I  will  not  repeat  that.  Let  me  turn  to  my  baili- 
wick, which  is  the  budget,  and  say  a  word  about  our  unified  trade 
promotion  budget. 

This  is  a  first.  The  TPCC  annual  report  includes  for  the  first 
time  a  comprehensive,  unified  Federal  trade  promotion  budget  that 
details  the  allocation  of  Federal  trade  promotion  funds.  It  specifies 
the  allocation  by  agency  and  trade  promotion  activity  between  1993 
and  1995.  It  also  disaggregates  trade  promotion  funding  by  geo- 
graphic markets,  industrial  sectors,  and  firm  size. 

This  presentation  provides  the  most  comprehensive  analysis  of 
Federal  trade  promotion  funding  ever  published.  It  also  highlights 
some  interesting  facts. 

The  total  Federal  trade  promotion  budget  in  1994  was  $3.3  bil- 
lion, up  from  $3.1  billion  in  the  previous  year.  We  expect  it  to  rise 
to  $3.5  billion  in  1995. 

While  14  agencies  engaged  in  trade  promotion  activities  during 
this  3-year  period,  duplication  of  efforts  within  each  trade  pro- 
motion activity  was  rare.  In  other  words,  the  job  is  divided  up. 

In  dollar  terms,  the  largest  trade  promotion  activities  in  1994 
were  $1.4  billion  for  combating  foreign  export  subsidies  and  $1.3 
billion  for  financing  and  insuring  U.S.  trade  and  investment.  A  va- 
riety of  other  activities  are  also  important. 

Geographically,  U.S.  trade  promotion  funding  was  evenly  spread 
across  the  globe  in  the  various  regions  as  the  Secretary  has  said. 

About  two-thirds,  or  $2  billion,  of  all  Federal  trade  promotion  ac- 
tivity in  1994  was  directed  at  agriculture.  There  are  other  notable 
beneficiaries  as  well,  including  transportation,  manufacturing,  fi- 
nance, insurance,  and  real  estate. 

Just  knowing  where  the  money  goes  doesn't  tell  you  what  it's 
doing.  The  hardest  part  of  this  is  to  develop  measures  that  will  tell 
us  how  much  export  promotion  we  are  getting  for  these  funds  or 
what  the  t£txpayer  is  buying  for  these  dollars.  That  will  not  be 
easy. 

The  unified  budget  chapter  proposes  the  development  of  consist- 
ent performance  measures  across  all  trade  promotion  activities. 
Unfortunately,  agencies  currently  do  not  have  the  data  required  to 
support  these  performance  measures.  The  0MB  has  agreed  to  lead 
a  TPCC  initiative  over  the  next  2  years  to  complete  the  needed 
analysis. 

Ultimately,  the  performance  measures  we  develop  should  meas- 
ure the  value-added  of  an  additional  dollar  spent  on  a  particular 
program.  The  actual  quantifying  of  these  measures  is  difficult  and 
may  never  be  complete.  However,  the  development  of  these  meas- 
ures will  improve  our  understanding  of  how  the  Federal  Govern- 
ment can  best  support  U.S.  exporters  and  enhance  U.S.  economic 
health. 
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Drawing  on  the  strategy  established  in  the  report  and  informa- 
tion in  the  unified  budget,  the  TPCC  report  also  issues  overall  rec- 
ommendations to  make  our  trade  promotion  activities  more  effi- 
cient and  successful.  These  recommendations  fall  into  two  broad 
categories^-obtaining  better  information  on  the  benefits  and  identi- 
fying ways  to  increase  trade  promotion  efforts  to  support  fast-grow- 
ing U.S.  export  markets. 

As  I  said,  we're  going  to  work  hard  on  the  information  base.  We 
will  develop  consistent  measures  and  will  coordinate  and  intensify 
research  efforts  to  measure  the  real  impact  of  the  trade  promotion 
activities  on  exports  and  jobs.  We  will  also  develop  consistent  and 
comprehensive  analyses  of  foreign  trade  promotion  activities. 

The  0MB  will  help  coordinate  these  efforts  over  the  coming  year 
and  I  look  forward  to  working  with  my  colleagues  on  this  Commit- 
tee. I'm  a  new,  but  enthusiastic,  Member  of  this  Committee. 

In  the  meantime,  pending  having  better  measures,  the  TPCC  has 
taken  the  intermediate  step  of  identifying  several  fast-growing 
markets  and  sectors  which  promise  to  leaof  the  growth  in  future 
U.S.  exports  and,  therefore,  require  additional  market-driven  Fed- 
eral export  assistance. 

The  TPCC  believes  we  can  make  a  difference  in  the  degree  to 
which  U.S.  exporters  succeed.  To  do  that,  we  have  to  provide  export 
assistance  to  help  exporters  capitalize  on  opportunities  in  expand- 
ing markets,  including  the  Big  Emerging  Markets  identified  in  the 
report.  We  have  to  increase  Federal  efforts  to  support  the  impend- 
ing expansion  of  exports  in  certain  sectors  with  high  potential 
growth,  such  as  services.  We  also  must  continue  to  provide  targeted 
Federal  funding  to  address  market  failures  in  the  provision  of  ex- 
port credit  and  technical  assistance  to  small-  and  medium-sized 
firms. 

In  conclusion,  let  me  say  a  word  about  the  budget  process. 

We  are  about  to  enter  into  the  process  of  putting  together  a  1996 
budget.  The  0MB  will  consider  the  recommendations  of  both  the 
agencies  and  the  TPCC  in  recommending  how  to  allocate  Federal 
resources  for  trade  promotion.  We  will,  as  decisions  are  made  bv 
the  President,  include  a  special  chapter  in  the  1996  budget  detail- 
ing the  resource  allocation  decisions  made  with  respect  to  trade 
promotion  funding  and  how  they  relate  to  the  criteria  established 
in  the  TPCC  annual  report. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you.  Director  Rivlin. 

Let  me  just  say,  I  know  you  are  going  to  have  to  be  excused 
shortly  because,  I'm  told  by  your  staff,  you've  got  a  fire  to  put  out. 

Ms.  Rivlin.  Something  on  the  House  side,  right. 

The  Chairman.  You've  got  a  fire  to  put  out  on  the  House  side, 
so  I'm  just  going  to  make  a  comment  and  address  one  question  to 
you  and  then,  in  light  of  that,  let  you  be  excused  for  that  purpose. 

First,  I  very  much  appreciate  your  role  in  this  process.  I  tnink 
getting  control  of  the  budget  process  and  cross-stitching  it  into  the 
sjirategy  and  coordination  effort  of  trade  promotion  is  critical.  I 
have  absolute  confidence  in  your  ability  to  not  just  do  that,  that 
which  we're  here  talking  about  today,  but  to  discharge  the  full 
range  of  the  duties  of  the  Budget  Director.  I'm  very  excited  about 
you  being  in  that  position  and  I  thank  you  for  your  kind  personal 
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comments,  stretching  back  to  our  history  now  over  nearly  three 
decades. 

I  want  to  put  into  the  record,  though,  and  am  a  bit  concerned 
about,  a  letter  addressed  to  Chairman  Leahy  of  the  Agriculture 
Committee  and  apparently  sent  to  Ranking  Member  Lugar,  Chair- 
man De  la  Garza  on  the  House  side,  and  Ranking  Member  Roberts, 
signed  by  you  and  the  Agriculture  Secretary,  dated  September  30, 
1994,  with  regard  to  GATT. 

It's  a  two-page  letter.  If  you  don't  have  it  in  front  of  you,  I  only 
have  one  copy  right  now.  Maybe  you  recall  this  letter.  In  any  event, 
I'll  give  you  my  copy. 

Ms.  RiVLIN.  Yes,  I  do,  Mr.  Chairman. 

The  Chairman.  I  notice,  on  page  2  of  the  letter,  there's  a  para- 
graph that  reads  as  follows: 

The  Administration  also  wishes  to  reassure  the  Committee — now  this  would  be 
the  Agriculture  Committee — that  it  is  planning  to  maintain  total  discretionary 
spending  on  USDA  agricultural  programs  at  or  above  the  fiscal  year  1995  level  in 
the  fiscal  year  1996  and  1997  budget  requests  to  Congress.  In  formulating  future 
budgets,  we  will  take  into  consideration  reductions  made  in  agricultural  budgets  in 
the  past  and  during  the  GATT  round. 

Part  of  the  argument  for  GATT,  and  I'm  supporting  GATT — I 
don't  think  it's  perfect,  but  I  think  we  need  to  do  it — is  that  we 
were  working  down  some  of  these  foreign  subsidies,  particularly  in 
the  agriculture  area,  so,  presumably,  we're  going  to  have  something 
in  the  way  of  a  more  level  playing  field  to  go  out  there. 

I  was  concerned  wlien  I  saw  this  letter  because  it  looks  as  if 
we're  locking  ourselves  in  out  into  the  future  here.  I  wasn't  particu- 
larly comfortable  with  reading  that. 

Can  you  shed  any  light  on  it? 

Ms.  RiVLlN.  Yes,  I  think  so.  The  paragraph  relates  to  discre- 
tionary spending  in  the  Department  of  Agriculture,  which  has  come 
down  rather  rapidly.  This  is  for  all  programs  in  the  discretionary 
part. 

In  this  paragraph,  we  were  attempting  to  reassure  the  concerned 
parties  that  we  did  not  intend  to  reduce  this  discretionary  spending 
to  zero. 

The  GATT  agreement  does  result  in  a  reduction  of  spending  for 
the  promotion  of  agriculture  products.  The  quid  pro  quo  is  that  we 
don't  subsidize  as  much  and  other  people  don't  subsidize  as  much. 
Indeed,  it  is  that  reduction  which  is  a  major  part  of  the  offset  for 
the  cost  of  GATT.  That's  mandatory  spending,  which  is  not  the  sub- 
ject of  the  paragraph  in  question. 

The  Chairman.  Senator  D'Amato  has  joined  us.  I  don't  know  if 
he  or  Senator  Sarbanes  has  a  question  they'd  like  to  address  to 
you.  Senator  D'Amato  hasn't  made  an  opening  comment  yet,  either. 

I  want  to  be  able  to  allow  those  questions  to  happen  now,  with- 
out disrespect  to  our  other  witnesses,  so  that  you  can  go  and  tend 
to  this  other  matter  on  the  House  side. 

Ms.  RiVLiN.  I  appreciate  that. 

Senator  Sarbanes.  Mr.  Chairman,  I'll  forebear.  I  appreciate  the 
pressures  that  Ms.  Rivlin  is  under.  I'll  withhold. 

The  Chairman.  Senator  D'Amato. 
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OPENING  COMMENTS  OF  SENATOR  ALFONSE  M.  D'AMATO 

Senator  D'Amato.  Mr.  Chairman,  I'll  do  the  same.  I'll  just  put 
my  statement  in  the  record  and  welcome  all  of  our  witnesses  and 
panelists. 

I'd  make  one  statement,  I  think  as  it  relates  to  the  pending 
GATT. 

I  am  deeply  distressed  at  the  failure  of  past  Administrations  to 
see  to  it  that  the  spirit  of  the  law  and  that  the  law  itself — ^forget 
the  spirit — that  the  law  is  upheld  as  it  relates  to  the  trading  agree- 
ments that  we've  had  heretofore. 

That  leaves  me  deeply  troubled  as  it  relates  to  the  manner  in 
which  we  place  ourselves  in  a  position  where  we  now  give  up  some 
of  the  leverage  that  we  presently  have  which  we  haven't  utilized. 

This  is  a  failure  of  past  Administrations.  If  anything,  I  have  been 
strongly  supportive  of  the  efforts  of  this  Administration  as  it  re- 
lates to  trying  to  get  some  of  our  trading  partners,  whose  names 
I  will  not  mention  at  this  time,  to  be  fair,  to  be  equitable,  and  to 
give  us  access  to  their  markets. 

I  have  to  say  to  you,  I  have  more  comfort  at  least  in  the  fact  that 
this  Administration  is  attempting  to  do  something  with  much  more 
vigor  and  determination  than  I've  seen  heretofore. 

That's  the  problem  I  have  with  GATT.  What  it  means  in  terms 
of  lost  revenue  or  what  it  means  in  terms  of  jobs,  reasonable  people 
can  only  make  some  assumptions. 

I  would  say,  if  we  had  level  playing  fields  and  everyone  played 
by  the  rules,  I  wouldn't  have  any  problems  with  it.  History  shows 
that  has  not  been  the  case. 

That's  this  Senator's  problem,  and  I  thank  the  Chair. 

The  Chairman.  Thank  you.  Senator  D'Amato,  and  we'll  make 
your  full  statement  a  part  of  the  record. 

Ms.  RrvLiN.  Let  me  just  apologize  for  my  precipitous  leaving.  I'm 
very  sorry.  I  certainly  will  answer  any  questions  that  are  submit- 
ted, either  for  the  record  or  if  anybody  wants  to  discuss  these  mat- 
ters further.  I'm  very  much  available. 

The  Chairman.  Thank  you.  Let  us  excuse  you  now. 

Mr.  Brody,  we're  delighted  to  have  you.  You  promised  us  when 
you  were  here  for  your  confirmation  hearing  that  you  were  going 
to  get  off  to  a  strong  start.  You've  done  exactly  that.  That  was  some 
time  ago.  You've  compiled,  I  think,  a  very  strong  record. 

Senator  Sarbanes.  Mr.  Chairman,  could  I  say  that  we're  happy 
to  see  Ms.  Rivlin  drawn  into  the  net  of  the  Trade  Promotion  Co- 
ordinating Committee  and  look  forward  to  her  constructive  and 
positive  contributions. 

The  Chairman.  Indeed.  That's  echoed  by  all  of  us. 

Mr.  Brody,  we  appreciate  that  effort  and  the  team  you've  put  to- 
gether and  the  difference  I  think  it's  making. 

We'd  like  your  statement  at  this  time. 

OPENING  STATEMENT  OF  KENNETH  D.  BRODY,  DEPUTY 
CHAIRMAN,  TRADE  PROMOTION  COORDINATING  COMMITTEE, 
T>RESIDENT  AND  CHAIRMAN,  EXPORT-IMPORT  BANK  OF  THE 
UNITED  STATES,  WASHINGTON,  DC 

Mr.  Brody.  I  have  a  written  statement  which  I  would  like  to 
have  entered  into  the  record. 
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The  Chairman.  Without  objection. 

Mr.  Brody.  Unbeknownst  to  the  Chairman  and,  actually,  unbe- 
knownst to  my  colleagues,  I  have  followed  your  career  carefully  for 
almost  30  years.  The  reason  is  that  a  number  of  my  friends  who 
were  at  the  Harvard  Business  School  in  the  middle  1960's  told  me 
of  this  extraordinary  young  man,  at  the  time,  who  had  received  a 
call  from  Michigan  to  return  home  and  begin  to  prepare  himself  to 
enter  public  service. 

They  noted  to  me  that  they  had  great  predictions  of  success  and 
doing  a  lot  of  good  and  it  would  be  interesting  to  follow  your  career, 
and  I  have  done  so. 

I  particularly  appreciate,  now  that  I  have  been  in  Washington  for 
a  little  less  than  2  years,  the  Chairman's  leadership  in  promoting 
U.S.  business  and  exports  and,  in  particular,  the  Chairman's  lead- 
ership in  promoting  manufacturing  competitiveness,  many  times 
when  you  were  a  relatively  lonely  voice  in  that  very  important  call. 

We  will  miss  you.  We  have  felt  your  impact  and  wish  you  well 
as  you  go  forward. 

The  Chairman.  Thank  you  very  much. 

Mr.  Brody.  The  national  export  strategy  is  the  beginning  of  a 
truly  American  success  story.  The  legislature,  having  the  vision; 
the  executive  picking  up  the  ball.  Nineteen  different  departments 
and  agencies  actually  pulling  together  and  working  together.  The 
Federal  Grovernment  working  with  cities  and  States  and  the  public 
sector  working  with  the  private  sector. 

The  end  result  of  all  this,  of  course,  is  better  jobs  for  American 
workers. 

None  of  this  would  have  happened  without  the  leadership  of  the 
Chairman  and  Senator  Sarbanes,  of  which  much  has  been  said  al- 
ready. 

The  TPCC  report  is  more  than  100  pages  of  our  own  words.  Its 
message  is  most  dramatically  underscored,  in  my  view,  by  a  simple 
editorial  written  on  May  16th  by  The  Financial  Times.  This  edi- 
torial said,  in  effect,  that  the  Americans  have  entered  into  a  new 
ball  game,  where  the  Government  is  aggressively  supporting  its 
private  companies,  much  as  all  the  other  governments  in  the  world 
do. 

It  didn't  like  the  fact  that  we  had  entered  the  fray  because  it 
liked  that  we  could  be  more  idealistic.  Recognizing  the  realism  of 
the  matter,  their  call  was  for  the  European  governments  to  cease 
and  desist,  to  come  to  the  United  States  and  say,  let's  all  govern- 
ments get  out  of  this  so  that  there  could  just  be  a  level  playing 
field. 

The  U.S.  Government's  response  was,  of  course,  all  we  want  to 
do  is  to  make  sure  we  have  a  level  playing  field,  so  our  exporters 
can  compete  and  win  in  the  global  marketplace.  I  think  it  just  said 
an  awful  lot. 

Although  we're  off  to  a  good  start,  we  clearly  have  a  lot  to  do. 
In  the  area  of  trade  finance,  I  would  suggest  that  we,  in  particular, 
look  at  two  areas  over  the  next  few  years. 

One,  project  finance.  The  needs  are  enormous,  on  the  order  of 
$200  billion  a  year,  for  infrastructure — power,  telecommunications, 
transportation,  water.  Governments  see  that  they  cannot  finance  it 
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all  themselves  and,  therefore,  the  private  sector  must  become  in- 
volved. 

Eximbank  and  OPIC  are  taking  a  lead  in  providing  project  fi- 
nance in  a  way  never  done  before  for  American  exporters.  A  quick 
look  at  the  kinds  of  early  results  from  our  very  changed  approach 
in  attitudes  is  to  simply  look  at  our  new  project  finance  group  at 
Eximbank.  Last  year,  without  such  a  group  and  without  such  a 
strategy,  we  did  two  deals  for  $350  million  in  the  area  of  project 
finance.  Last  week,  as  our  new  group  with  its  set  of  outside  finan- 
cial advisors  got  geared  up  and  turned  to  action,  we  started  looking 
at  nine  cases  worth  $3.5  billion,  ten  times  what  we  did  in  this  past 
year  and  just  the  tip  of  the  iceberg. 

Clearly,  this  is  a  new  arena  where  our  national  export  strategy 
will  have  significant  results  for  American  workers. 

Second,  American  small-  and  medium-sized  businesses  clearly 
need  more  support  than  they  have  been  getting  and  the  national 
export  strategy  has  started  to  make  a  difference. 

The  one-stop  shops  that  Secretary  Brown  talked  about  are  key. 
We're  really  starting  to  roll  them  out  now.  We  have  reorganized 
and  re-emphasized  our  trade  finance  efforts.  The  SBA  and 
Eximbank  are  working  together  like  never  before.  In  fact,  as  we  sit 
here  today,  representatives  of  the  Small  Business  Administration 
and  Eximbank  are  in  Baltimore  as  part  of  a  program  to  roll  out  our 
new  export  finance  activities  for  small-  and  medium-sized  business. 

In  a  time  when  our  living  standards  are  dependent  upon  our 
ability  to  compete  and  win  in  the  global  marketplace,  we  recognize 
the  importance  of  our  work.  We  recognize  that  our  work  will  never 
be  done  and  we  are  just  at  the  beginning. 

We  also  recognize  that,  however  much  we  will  accomplish,  there 
will  be  much  left  to  do.  We  pledge  we  will  continue  the  task  with 
as  much  vigor  as  we  possess  to  help  the  private  sector  create  better 
American  jobs  by  competing  and  winning  in  the  global  market- 
place. 

Thank  you. 

The  Chairman.  Let  me  just  say,  if  I  may,  to  exercise  a  preroga- 
tive of  the  Chair  for  a  minute,  I  referenced  earlier  this  hearing  we 
had  about  a  week  ago  with  these  four  exporters  on  capital  markets 
and  what's  happening  around  the  world.  It  was  so  stunning  that 
it  got  not  a  single  paragraph  in  any  news  outlet  that  I  saw.  It's  too 
big.  It  can't  fight  its  way  past  Princess  Diana,  the  O.J.  Simpson 
case,  and  other  things. 

In  any  event,  what  I  was  struck  by  as  I  listened  to  the  warning 
that  we  got  from  these  four  individuals,  and  you  come  from  invest- 
ment banking  and  a  global  perspective  yourself,  as  the  others  do, 
and  Ron  Brown  certamly  is  our  leader  out  in  that  area  now,  but 
I'm  convinced  from  everything  I  can  see  that  our  future  job  pros- 
pects in  this  country  are  absolutely  tied  to  our  ability  to  aggres- 
sively compete  and  win  internationally,  and  it's  very  tough  to  do. 
Oftentimes,  when  we've  got  better  products  at  cheaper  prices,  we 
5till  can't  sell  them.  We're  finding  that  in  auto  parts,  painfully,  in 
Japan,  but  other  places  as  well.  There  are  a  lot  of  other  examples. 

I  want  to  relate  it  to  one  other  thing.  That  is,  the  Wall  Street 
Journal,  last  Friday,  had  an  interesting  poll  done  by  Peter  Hart 
and  Bob  Teeter,  a  bipartisan  group,  where  they're  looking  down 
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into  the  guts  of  people's  feelings  about  the  economy,  their  sense  of 
the  economic  future,  and  how  they  feel  about  it. 

The  anomaly  that  leaps  out  at  you  is  that  the  public  generally, 
in  these  polls,  is  expressing  a  great  sense  of  unease,  anxiety  about 
the  economic  future,  despite  the  fact  that,  up  here  at  the  top,  we've 
got  what  looks  like  pretty  darned  good  performance  data. 

Inflation  has  been  held  down  pretty  well.  Growth  has  come  back. 
We've  had  a  lot  of  jobs  created,  net  in  the  economy.  Deficits  are 
coming  down.  We  have  good  growth  figures.  Corporate  profits  are 
up.  The  bank  balance  sheets  have  been  largely  restored  and  so 
forth. 

You  say  to  yourself,  "What's  this  contradiction  between  a  lot  of 
good  economic  data  over  here  and  these  very  high  levels  of  public 
apprehension  in  terms  of  the  economic  future?" 

When  you  start  to  get  into  it,  as  they  did,  in  part,  in  their  poll, 
you  find  that  there's  an  awful  lot  of  churning  in  the  job  market. 
There's  a  squeeze  on  the  middle  class.  There's  the  growth  of  the 
underclass.  A  lot  of  people  are  not  getting  net  improvements  in 
their  standard  of  living  over  time,  no  matter  how  hard  they  work. 

In  fact,  we  had  the  anomaly  the  other  day,  in  my  home  town  of 
Flint,  where  there  was  a  strike  of  the  Buick  motor  workers  because 
they've  been  working  6  and  7  days  a  week  so  long  that  they've  lost 
track  of  their  families.  They're  tired,  they're  having  injuries  and  so 
forth,  and  they  feel  some  additional  full-time  workers  need  to  be 
hired.  They've  been  thrashing  that  out  with  General  Motors. 

The  upshot  of  all  of  this  is  that,  when  I  try  to  put  the  two  things 
together,  and  how  we  deal  with  this  underlying  sense  of  unease 
which  continues  to  assert  itself  in  this  polling  data,  which  I  feel 
when  I  go  out  there,  it's  real  and  it's  tangible,  not  just  in  Michigan, 
but  across  the  country  because  these  are  national  polls. 

It  tells  me  that  we  have  got  to  have  an  extraordinarily  aggressive 
and  focused  effort  going  forward  in  time,  that  the  world  is  changing 
faster  in  some  adverse  ways,  competition  coming  on  line  from 
China  and  others.  We've  got  to  change  faster  than  we're  accus- 
tomed to  thinking  about  changing. 

We  not  only  have  to  make  up  for  lost  time  with  strategies,  coordi- 
nation, targeted  objectives,  and  so  forth,  but  then  we  have  to  accel- 
erate, in  some  novel  and  innovative  ways,  what  we're  doing  to  get 
a  big  multiple  of  effort  in  order  to  bring  these  job  opportunities  to 
flower  in  this  country. 

We've  got  a  huge  problem  in  that  area  in  terms  of  how  we  grow 
our  job  base  of  jobs  that  are  well  above  the  minimum  wage  and 
that  are  world-competitive  and  export-related  jobs.  I  mean,  that's 
the  ultimate  test.  If  you  can  sell  it  in  Timbuktu,  you  know  you're 
taking  on  the  other  guy  and  you're  doing  the  job  better  than  he  is. 

I  like  the  strategy  you've  just  described,  in  terms  of  this  multi- 
plier effort,  so  we  can  ratchet  up  from  $200  million  or  $300  million 
to  $2V2  billion  and,  therefore,  on  up  further  out. 

We've  got  to  get  everybody  in  the  game.  We've  got  to  harness  our 
way  to  these  financing  mechanisms  and  not  let  these  contract  op- 
portunities escape  from  us.  I  can't  thank  the  Secretary  of  Com- 
merce enough  for  his  aggressiveness  in  getting  out  there  and  fight- 
ing for  a  fair  shake  in  these  deals,  and  yourself  as  well. 
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I  guess  what  I'm  saying,  as  far  as  we've  come,  I  see  the  game 
as  getting  much  more  difficult  for  us,  literally,  as  we  sit  here.  It's 
happening  hour  by  hour. 

I  think  we've  got  an  extraordinary  challenge  ahead  of  us.  At  the 
same  time,  we've  got  to  keep  the  puolic  faith  down  here  where  peo- 
ple are  trying  to  live  and  work  that  what  we're  doing  is  going  to 
make  a  difference  for  them  in  their  lifetimes  and  for  their  kids.  If 
they  work  hard  and  prepare  themselves,  there's  going  to  be  a  shot 
for  them  in  this  national  system  and  in  this  world  economic  sys- 
tem. 

My  point  in  taking  the  time  to  say  that  is  to  convey  a  sense  of 
great  urgency.  This  will  be  our  last  hearing,  but  I  am  as  struck 
now  as  I've  been  at  any  time  that  the  world  is  changing  so  rapidly. 
The  nature  of  the  challenge  that  poses  for  us  means  that  we  just 
can't  run  the  10-second  100-meter  race.  We've  got  to  get  our  time 
down  to  9.2,  and  maybe  we've  got  to  get  it  down  to  8.5.  We've  got 
to  really  hustle  as  a  Nation,  and  we've  got  to  have  a  Team  America 
approach  where  business,  Government,  labor,  and  the  educational 
sector  really  think  and  work  as  one. 

The  only  way  I  see  us  as  4  percent  of  the  world's  population  con- 
tinuing to  enjoy  the  standard  of  living  broadly  shared,  that  we've 
been  accustomed  to  in  the  post-war  period,  is  with  that  kind  of 
strategy. 

We  don't  have  a  minute  to  lose.  I  think  that  clock  is  ticking,  lit- 
erally, as  we  sit  here. 

When  Leo  Melamed  was  here  last  week  and  said  that  we've  got 
3  billion  new  players  that  are  out  there  now  in  the  world  competi- 
tive system  and  in  this  competitive  free  enterprise  system  with  us, 
competing  for  capital  and  putting  their  energy  on  the  line  against 
ours  and,  combined  with  the  cost  differentials  and  everything  else, 
throwing  in  currency  values  and  all  the  other  elements  that  are  im- 
portant to  it,  we're  really  in  a  race  to  save  our  standard  of  living 
and,  probably,  to  save  our  society. 

The  work  you're  doing,  I  think,  is  essentially  the  most  important 
work. 

We  talk  about  the  Defense  Department  and  the  role  it  has  to 
play,  but  I  think  the  real  Defense  Department  for  the  future  is 
going  out  right  now  and  winning  this  economic  competition  world- 
wide. 

That's  what's  going  to  give  us  our  future  internal  and  external 
security.  It's  not  going  to  come  from  bombers  and  airplanes  by 
themselves.  That's  just  not  going  to  do  it. 

Anyway,  I  wanted  to  say  that,  and  I  thank  you  for  your  patience 
in  hearing  me  out. 

Did  you  want  to  say  something,  then  we'll  go  to  our  last  witness? 

Mr.  Brody.  Let  me  just  say  one  small  fact  which  speaks  volumes 
in  underlining  the  very  important  point  you  made  of  the  rapidity 
of  change. 

Two  years  ago,  virtually  all  of  Eximbank's  business  was  done 
with  sovereign  governments.  Today,  over  half  of  Eximbank's  busi- 
ness is  done  with  the  foreign  private  sector.  That's  an  enormous 
change  in  2  years'  time  and  the  private-sector  activity  is  increasing 
at  a  rapid  rate.  It  just  underlines  that  enormous  change  that  you 
feel. 
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The  Chairman.  Thank  you. 

Ms.  Pulley,  thank  you  for  your  patience  here.  We  were  inter- 
rupted by  a  vote,  but  we're  delighted  to  have  you  and  we'll  make 
your  statement  a  part  of  the  record. 

We'd  like  your  comments  now. 

OPENING  STATEMENT  OF  CASSANDRA  M.  PULLEY, 

MEMBER,  TRADE  PROMOTION  COORDINATING  COMMITTEE, 

ACTING  ADMINISTRATOR,  SMALL  BUSINESS 

ADMINISTRATION,  WASfflNGTON,  DC 

Ms.  Pulley.  Thank  you,  Mr.  Chairman  and  Members  of  the 
Committee.  I  feel  I  must  paraphrase  Senator  Dodd  in  quoting  Mr. 
Udall,  in  saying  that  I  believe  it's  all  been  said.  I'm  simply  the  only 
one  who  hasn't  said  it,  which  is  what  happens  when  you  follow 
such  an  esteemed  panel. 

I  would  like  to  thank  Secretary  Brown  and  Mr.  Brody  for  their 
leadership  on  the  Trade  Promotion  Coordinating  Committee.  I'd 
also  like  to  thank  the  Members  of  the  Committee  for  acknowledg- 
ing the  role  that  small  business  plays  in  the  economy,  and  for  rec- 
ognizing the  difficulty  that  small  business  has  had  in  entering  the 
international  marketplace. 

The  Trade  Promotion  Coordinating  Committee  has  provided  the 
impetus  for  the  Small  Business  Administration  to  revitalize  its  ex- 
port finance  program. 

I'd  like  to  talk  briefly  about  a  couple  of  the  things  we're  doing 
in  that  vein. 

First,  let  me  mention  the  U.S.  export  assistance  centers.  In  part- 
nership with  the  Department  of  Commerce  and  Eximbank,  the  SBA 
is  a  participant  in  these  new  centers  and,  in  one  site,  with  USAID. 
These  centers  will  make  counseling,  advice,  and  information  on 
market  opportunities  and  financing  available  to  smali  businesses  in 
one  location,  which  is  vital  to  our  constituents. 

Second,  in  the  area  of  training,  we  are  providing  new  training  to 
our  own  staff,  which  is  important  because  the  SBA  has  tradition- 
ally been  a  term  financing  agency,  as  opposed  to  a  transaction  fi- 
nancing agency.  We're  also  providing  training  to  our  partners.  The 
SBA  operates  through  a  network  of  intermediaries-— Small  Busi- 
ness Development  Centers  and  Certified  Development  Companies — 
who  are  located  all  over  the  Nation  and  will  provide  easy  access  for 
small  businesses.  We  have  to  provide  them  with  training  as  well. 

In  the  area  of  training,  we're  also  working  with  commercial 
banks.  A  lot  of  the  banks  that  have  traditionally  worked  with  the 
SBA  are  not  large  in  the  area  of  export  financing  and,  as  a  result, 
need  to  obtain  training  in  the  new  program,  the  Export  Working 
Capital  Program,  that  we're  putting  together  with  Eximbank. 

Finally,  in  the  area  of  access  to  capital  itself,  we  have  been  har- 
monizing with  Eximbank  our  Export  Working  Capital  Program, 
which  is  really  very  important.  We're  drawing  on  the  experience 
that  Eximbank  has  in  export  financing  to  change  our  program  con- 
siderably. 

First  of  all,  we  have  deregulated  the  fee  and  interest  rate  struc- 
ture that  has  hampered  the  SBA's  international  trade  program.  We 
are  allowing  lenders  a  reasonable  opportunity  to  make  a  return  on 
the  investment  that  they're  making.  We've  simplified  the  applica- 
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tion  form  so  that  the  form  the  SBA  uses  is  the  same  one  that 
Eximbank  uses.  We've  adopted  Eximbank's  practice  of  providing 
preliminary  commitments.  We're  also  providing  guarantees  for 
stand-by  letters  of  credit,  which  are  vital  in  the  area  of  trade  fi- 
nancing. 

Overall,  the  effect  is  to  provide  seamless  financing  for  small  busi- 
ness, with  the  primary  difference  being  the  size  of  financing  which 
determines  whether  the  company  comes  to  Eximbank  or  to  the 
SBA. 

We're  very  excited  about  this  new  program,  so  much  so  that 
we've  doubled  our  goals  for  trade  financing  in  1995.  We  expect  to 
do  2,100  loans  for  small  businesses  in  the  coming  year. 

Through  the  efforts  of  the  Trade  Promotion  Coordinating  Com- 
mittee, uie  SBA  is  confident  that  small  businesses  will  receive  the 
assistance  necessary  for  them  to  become  vital  players  in  the  inter- 
national marketplace. 

Thank  you. 

The  Chairman.  Thank  you  very  much.  That's  a  very  good  state- 
ment. 

Let  me  pose  this  question  to  all  of  you.  Dr.  Rivlin  noted  on  page 
4  of  her  testimony,  and  I  quote: 

About  two-thirds,  or  $2  billion,  of  all  Federal  trade  promotion  ftinding  in  1994  was 
directed  at  agriculture. 

That's  a  direct  quote  from  her  testimony. 

My  question  to  you  is  whether  or  not,  in  light  of  your  own  van- 
tage points  and  experience,  you  think  two-thirds  of  our  trade  pro- 
motion budget  is  really  the  right  or  sensible  percentage  on  agricul- 
tural exports,  which  constitute  about  one-tenth  of  the  exports  that 
we  actually  ship  out  of  the  country? 

What  do  we  think  about  that  ratio,  which,  on  its  face,  would 
seem  to  raise  real  questions? 

Senator  DODD.  That's  your  question,  Mr.  Chairman. 

The  Chairman.  Secretary  Brown? 

Mr.  Brown.  Mr.  Chairman,  one  reason  why  I'm  so  glad  the  0MB 
is  involved  in  this  process  and  that,  in  fact,  Alice  Rivlin  is  chairing 
the  Subcommittee  of  the  Trade  Promotion  Coordinating  Committee 
to  deal  with  this  subject  is  because  some  hard  decisions  have  to  be 
made. 

Certainly,  on  its  face,  that  does  not  look  like  an  equitable  dis- 
tribution of  resources.  One  of  the  things  we're  doing  in  putting  to- 
gether this  unified  budget  approach  is  giving  ourselves  an  oppor- 
tunity to  evaluate  what  bang  for  the  buck  we  get  and,  therefore, 
we  will  be  able  to  make  informed  decisions  about  how  we  ought  to 
reallocate  resources. 

I  believe  we're  on  track.  I  think  the  effort  that  Senator  Sarbanes 
and  others  have  made  to  force,  in  effect,  a  review  of  these  alloca- 
tions is  effort  well  spent.  It  is  one  that  is  much  needed,  one  that 
is  probably  overdue,  and  we're  certainly  on  track  now  for  doing 
that  kind  of  re-evaluation  and,  therefore,  reallocation. 

The  Chairman.  Mr.  Brody? 

Mr.  Brody.  I  echo  the  Secretary's  comments. 

The  Chairman.  Ms.  Pulley? 

Ms.  Pulley.  I  agree. 
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The  Chairman.  Others  may  want  to  raise  this  issue  on  the  agri- 
culture sector  support. 

When  you  look  at  the  structure  of  the  American  economy  and  the 
job  base  you  see  the  need  to  really  get  our  productive  resources  on 
line,  the  need  to  get  people  off  the  sidelines  and  into  work,  produc- 
ing and  being  self-sufficient  and  up  to  a  competitive  level,  so  we 
can  really  go  out  and  maintain  our  national  living  standard. 

It  isn't  just  maintaining  our  national  living  standard  in  aggre- 
gate with  the  distribution,  where  some  have  a  lot  and  others  are 
outside  the  game  and  don't  seem  to  be  able  to  get  in.  In  order  to 
have  civil  order  and  to  meet  other  objectives  in  our  society,  we've 
got  to  have  some  kind  of  broad  economic  grain  being  shared. 
There's  got  to  be  some  measure  of  equalitarianism  in  terms  of  how 
well  people  can  do  if  they  work  hard. 

Senator  Dodd.  Mr.  Chairman,  could  I  just  say  something? 

The  Chairman.  Of  course. 

Senator  Dodd.  I  wasn't  here  and  I  apologize,  I  know,  for  the 
vote.  I've  been  told  by  staff  that  you  raised  the  issue  of  a  letter 
from  Alice  Rivlin  and  Mike  Espy  to  the  leadership  of  the  Agricul- 
tural Committees  of  the  House  and  Senate  regarding  a  budget  com- 
mitment. 

The  Chairman.  Right. 

Senator  Dodd.  How  does  that  relate  to  this  particular  question 
you  just  raised  in  terms  of  where  the  0MB  is?  As  I  understand  it, 
there's  a  commitment  not  to  raise,  but  certainly  not  to  cut,  the  dis- 
cretionary funding  in  agricultural  programs  for  the  next  two  fiscal 
years. 

Does  that  relate  to  this? 

The  Chairman.  I  think  it  does.  I  put  that  question  to  Dr.  Rivlin 
before  she  left  to  try  to  understand  and  make  sense  out  of  the  com- 
mitment in  that  letter  because  it  seems  to  tie  her  hands  in  ways 
that  cut  against  the  very  kind  of  review  and  strategic  allocation  of 
resource  decisions  that  have  to  be  made  here. 

I  indicated  that  I  found  that  a  matter  of  concern  and  I  gather 
you're  expressing  that  concern  yourself.  That  issue  has  been  put  on 
the  table.  We  put  that  letter  in  the  record.  I  don't  think  that  settles 
the  matter  of  the  question  of  where  we  go  from  here. 

I  don't  want  to  short  our  agricultural  sector  because  that's  one 
area  where  we're  highly  productive  and  competitive  in  a  number  of 
regions  around  the  world,  but  the  higher  value-added  activity  in 
the  nonagricultural  sector  is  absolutely  critical  to  our  future. 
There's  no  way  in  the  world  we're  going  to  beat  the  train  to  the 
crossroad  if  we're  not  driving  ourselves  forward,  taking  down  the 
barriers,  stretching  ourselves  to  produce  as  well  as  we  can  here  in- 
ternally, and  going  out  and  winning  the  biggest  market  share  we 
can  world-wide. 

That's  the  whole  ball  game.  Otherwise,  we  are  going  to  end  up 
flipping  hamburgers  for  each  other  and  shining  each  other's  shoes 
and  that's  not  really  the  future  we  can  afford  to  have  for  ourselves. 

Let  me  ask  one  other  question,  then  I'm  going  to  yield  to  Senator 
Bennett. 

Next  year,  when  the  third  annual  report  will  be  presented  to  this 
Committee,  I'd  like  to  ask  you  to  think  ahead  as  to  what  you  will 
hope  to  have  accomplished  that  has  not  been  done  thus  far. 
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In  other  words,  what  really  is  the  top  priority  that  each  of  you 
would  see  for  the  TPCC  in  this  coming  12-month  period  of  time 
that  we'll  be  reflecting  upon  a  year  from  now? 

Secretary  Brown? 

Mr.  Brown.  I  would  say  it's  implementation,  Mr.  Chairman. 
First,  we've  laid  out  a  restructuring  of  our  United  States  Foreign 
and  Commercial  Service  (US&FCS)  to  include  a  series  of  Regional 
Export  Assistance  Centers  and  District  Export  Assistance  Centers. 
We  made  that  announcement  a  couple  of  months  ago. 

We  have  four  of  the  regional  centers  in  place.  We  want  to  have 
11  more,  making  the  total  15.  We've  already  designated  33  District 
Export  Assistance  Centers.  We  went  through  a  very  arduous  analy- 
sis to  try  to  determine  what  geographic  areas  had  the  greatest  po- 
tential for  turning  export-ready  companies  into  exporters,  prin- 
cipally focusing  on  small-  and  medium-sized  businesses. 

It  is  proceeding  with  our  Big  Emerging  Market  Program.  In  look- 
ing at  which  sectors  have  the  greatest  opportunity  for  growth,  we 
again  begin  to  target  our  resources  most  effectively. 

Senator  Kerry  raised  the  issue  of  Asia  and  do  we  have  enough 
resources  in  this  fast-growing  market?  I  think  a  similar  question 
could  be  raised  about  Latin  America  as  well.  We're  doing  some 
reallocation.  For  example,  we're  doubling  our  United  States  and 
Foreign  Commercial  Service  staff  in  China. 

The  fact  is  we  are  behind.  We  are  catching  up,  however,  we  are 
not  nearly  at  the  level  that  some  of  our  foreign  competitors  are. 

I  think  making  sure  we  stay  on  track  so  that  we  can  keep  true 
to  this  new  graph  really  has  to  be  our  principal  goal  and  focus. 

The  Chairman.  Mr.  Brody? 

Mr.  Brody.  In  the  trade  finance  area,  I  think  we  have  a  need 
for  continued  major  conceptual  breakthroughs  at  a  high  level.  One 
that  I  mentioned  is  in  project  finance.  Another  is  in  dealing  with 
the  private  sectors  abroad  in  very  different  ways. 

Another  is  doing  much  more  in  partnership  with  the  financial  in- 
stitutions of  America  so  that  the  Government,  in  its  trade  finance 
capacity,  acts  as  a  wholesaler  and  has  the  distribution  channel,  if 
you  will,  of  retailing  by  the  private  sector  so  that  activity  can  be 
much  more  responsive. 

Then,  completely  on  the  other  side  of  the  spectrum,  we  need  an 
awful  lot  of  3  years  and  a  cloud  of  dust  activity,  where  it  is  just 
grinded  out  and  doing  things  better  and  better  and  better,  coordi- 
nating, tying  together,  really  making  the  one-stop  shops  work,  real- 
ly having  the  SBA  and  Eximbank  together  working  as  one  with 
Commerce. 

That's  what  I  see  going  forward. 

Doing  this  on  a  day-to-day  basis,  we  are  very  fortunate  to  have 
Under  Secretary,  Jeff  Garten,  leading  the  charge  with  great  intel- 
lectual vigor  and  great  hands-on  activity.  You  all  should  know  the 
kind  of  day-to-day  leadership  that  he  has  provided. 

In  addition,  I  think  that  I  could  not  leave  this  room  without  sing- 
ing out  loudly  in  praise  of  the  leadership  provided  by  Ron  Brown, 
our  Secretary  of  Commerce.  He  is  an  absolute  star  in  this  Adminis- 
tration. In  my  view,  he  would  be  a  star  in  any  Administration, 
whether  it  be  in  the  public  or  the  private  sector.  He  is  the  right 
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person  at  the  right  time  in  the  right  place  for  what  we  desperately 
need. 

His  leadership  has  been  extraordinary  and  we  should  all  be 
grateful  for  his  service  as  he  is  making  an  enormous  difference  in 
an  area,  exports  and  international  competitiveness,  that,  in  these 
times,  desperately  needs  an  enormous  difference. 

The  Chairman.  I'm  so  struck.  I  remember  back — and  I'll  just 
take  a  moment.  Then  I  want  to  call  on 

Mr.  Brown.  Could  I  request  that  you  adjourn  the  hearing, 
please? 

[Laughter.] 

Senator  Sarbanes.  Memorialize  the  comments. 

[Laughter.] 

Senator  DoDD.  The  Chairman  is  leaving. 

[Laughter.] 

The  Chairman.  It's  a  wonderful  and  well  deserved  tribute  to  the 
Secretary  that  you've  just  given  and  we're  all  struck  by  that  very 
same  thing. 

I  remember  Mack  Baldrige  when  he  was  alive,  who  was  a  lovely 
man  and  died  in  a  terrible  accident,  and  the  struggles  he  wagea, 
as  Commerce  Secretary,  as  we  were  trying  to  get  a  lot  of  these 
things  on  the  radar  screen  and  even  conceptualized  in  terms  of 
U.S.  competitiveness,  export  strategy,  and  so  forth. 

He  was  going  in  and  getting  knocked  out  in  the  first  or  second 
round  in  Cabinet  meetings  as  we  were,  in  my  view,  trading  off  eco- 
nomic situations  for  UN  votes  and  a  lot  of  other  things.  I  think  it 
put  us  in  a  real  hole  in  terms  of  opportunities  we  missed  in  the 
world  marketplace. 

Every  single  time  you  go  out  there  and  bang  away  at  it,  getting 
the  American  flag  up  around  the  world  and  taking  American  busi- 
ness leaders  from  large-,  medium-,  and  small-sized  companies  out 
there,  I  think  it's  absolutely  critically  important  as  to  what's  being 
done. 

I'm  so  grateful  for  that  effort.  I  think  you've  got  to  have  an  Ad- 
ministration with  that  orientation,  but  then  you've  got  to  have  a 
Commerce  Secretary  that  really  is  prepared  to  run  with  that  ball 
every  single  day  and  not  stop. 

We've  had  that.  As  I  go  out  the  door,  I'm  very  grateful  for  that. 
I  want  to  tell  you  that  the  people  in  my  home  community  of  Flint, 
in  Detroit,  across  the  State  of  Michigan,  in  the  Midwest,  and  in  all 
50  States  appreciate  that. 

They've  needed  that.  They  can't  go  out  and  fight  for  themselves 
in  that  setting.  You're  really  their  surrogate  and  you've  been  will- 
ing to  do  it.  I'm  appreciative  for  them.  I  just  want  to  say  that. 

Ms.  Pulley,  did  you  want  to  add  a  comment,  and  then  I'm  going 
to  yield  to  Senator  Bennett? 

Ms.  Pulley.  Yes.  I  agree  with  Secretary  Brown.  Over  the  next 
year,  our  goals  will  be  implemented. 

We  have  very  aggressive  loan  production  goals.  We're  going  to 
double  the  number  of  loans  to  small  businesses  in  export-enhancing 
over  the  next  year.  That's  certainly  our  first  priority. 

The  second  one  would  be  to  participate  in  all  of  the  planned  11 
Export  Assistance  Centers  underway  for  the  next  year,  and  to  con- 
tinue training  our  staff  so  that  small  business  can  get  some  kind 
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of  information  on  export  financing  in  all  of  the  SBA's  district  offices 
and  through  our  intermediaries. 

I  think  those  would  be  our  goals. 

The  Chairman.  Thank  you. 

Senator  Bennett. 

Senator  Bennett.  Thank  you,  Mr.  Chairman.  Your  comment 
about  agriculture  has  stimulated  a  line  of  thought  that  I'd  like  to 
pursue  briefly. 

I'm  just  going  to  give  you  a  very  quick  historical  setting  so  you 
can  understand  the  matrix  of  my  comments.  We  were  an  agricul- 
tural Nation,  of  course,  when  the  Constitution  was  written  and  we 
remained  such  for  many  decades. 

We  went  through  the  industrial  revolution,  as  did  every  other  in- 
dustrialized western  nation.  Agriculture  remained  tremendously 
important,  but  no  longer  dominant. 

I  think  we're  going  through  a  revolution  just  as  profound  as  the 
industrial  revolution.  Manufacturing  will  remain  tremendously  im- 
portant, but  no  longer  dominant. 

I  know  the  Chairman  did  not  mean  to  leave  this  impression,  but 
others  have  mistakenly  suggested  that  the  growth  of  the  service  in- 
dustry refers  solely  to  flipping  hamburgers  at  McDonald's  or  taking 
in  dry  cleaning. 

I  believe  the  growth  of  the  service  sector  of  the  economy  is  a 
demonstration  of  the  fundamental  change  that  I'm  talking  about 
because  services,  along  with  dry  cleaning  and  hamburger  flipping, 
include  the  entire  software  industry.  They  include  consulting  serv- 
ices, engineering  services,  things  that  the  world  desperately  needs 
on  which  we  have  something  approaching  a  monopoly. 

No  one  can  match  the  kinds  of  services  that  American  companies 
can  provide  developing  countries  around  the  world,  and  yet,  we 
seem  to  lose  out  in  many  circumstances  for  a  variety  of  reasons 
that  I'd  just  like  to  talk  about. 

We  will  go  into  a  so-called  underdeveloped  country,  a  Third 
World  country,  and  provide  a  blueprint  of  what  needs  to  be  done 
that  is  unparalleled  in  terms  of  its  ability  to  do  planning  and  fore- 
casting and  that  sort  of  thing.  Then  the  highways  will  be  built  by 
the  Japanese.  They  will  underbid  us  on  the  bricks  and  mortar,  if 
you  will,  when  all  of  the  conceptual  work  that  led  to  the  cir- 
cumstance creating  that  will  have  come  from  Americans. 

I've  had  conversations  with  Mr.  Atwood  about  this  down  at  AID. 

1  don't  necessarily  want  to  tie  aid  to  a  buy-American  philosophy, 
but  I'm  not  quite  sure  I  understand  why  it  isn't  a  good  idea  to  at 
least  lean  American  in  terms  of  the  things  that  we  have  to  export 
and  what's  being  done  in  other  areas. 

Now,  I'm  fascinated,  Mr.  Brody,  by  your  comment  that  in  the  last 

2  years,  we've  changed  from  exporting  to  governments  to  exporting 
to  private  entities. 

Can  we  have  a  brief  discussion  about  this,  the  export  of  services, 
the  support  of  export  of  services,  and  the  possibility  of  using  Amer- 
ican aid  dollars  to,  as  I  say,  maybe  not  demand  that  they  buy 
American,  but  at  least  lean  American  a  little  bit  in  this  area,  so 
that  we  just  get  the  greatest  possible  benefit  that  comes  out  of  gov- 
ernmental activity  in  this  whole  area? 
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I  hate  to  be  so  philosophical,  but  that  stems  from  the  fact  that 
I'm  not  well  enough  prepared  to  give  you  all  of  the  hard  specific 
questions. 

Mr.  Brown.  Senator  Bennett,  it's  a  very  important  and  very 
practical  question.  It  goes  well  beyond  being  philosophical. 

I  know  that  Mr.  Brody  will  probably  have  some  comments,  too. 

First,  I  want  to  assure  you  of  our  sensitivity  to  the  importance 
of  the  service  area  of  our  economy.  As  you  may  or  may  not  know, 
I  have  been  out  to  Novell  and  to  WordPerfect.  I  visited  with  some 
of  the  high-tech  operations  in  your  State  that  have  tremendous  po- 
tential for  us  in  the  export  marketplace. 

We  have  given  a  lot  of  focus  to  one  of  the  big  impediments,  which 
is  protection  of  intellectual  property  rights. 

Senator  Bennett.  Right. 

Mr.  Brown.  In  all  of  our  bilateral  discussions,  I  assure  you  that 
we  focus  not  only  on  putting  the  right  kind  of  legal  and  regulatory 
regime  in  place,  but  also  address  enforcement.  How  do  you  make 
it  real?  How  do  you  punish  violators? 

I  think  that  is  going  to  help  not  only  increase  the  comfort  level 
of  such  firms,  but  also  get  us  into  that  marketplace. 

We've  taken  some  major  steps  in  a  related  area,  the  Tied  Aid 
area,  really  making  a  pragmatic  decision,  while  acknowledging 
that,  in  principal,  we  don't  like  it  if  in  fact  it's  making  us  non- 
competitive not  to  do  it.  Under  Ken  Brody's  leadership,  we've  set 
up  a  modest  Tied  Aid  fund  that  we  can  use  in  a  targeted  way. 
When  our  competitors  are  using  it,  we  want  to  be  able  to  counter- 
act that  use  and,  thereby,  hopefully  discourage  its  use  over  the  long 
term. 

You're  absolutely  right  about  the  dynamic  and  shifting  nature  of 
our  economy.  I  would  say,  though.  Senator  Bennett,  for  the  first 
time  in  14  or  15  years,  we've  seen  a  leveling  in  the  drop-off,  what 
had  been  a  drop-off,  of  manufacturing  jobs  in  the  United  States. 

We  had  clearly  been  losing  ground  in  the  manufacturing  or  in- 
dustrial sector.  That  has  now  leveled  off.  There's  a  lot  of  churning 
in  that  we  are  losing  about  10  percent  of  our  manufacturing  jobs 
every  year,  but  we're  creating  10  percent  new  jobs,  which  has 
caused  a  leveling  off.  There  is  some  reason  to  believe  we  might  be 
able  to  start  inching  up  a  little  bit.  That  is  not  at  all  to  diminish 
your  point  about  the  growing  importance  of  the  service  sector. 

Senator  Bennett.  No.  That's  very  encouraging  to  know. 

Mr.  Brown.  Yes,  and  that  is  relatively  recent  data,  within  the 
last  several  months.  The  first  time  in  a  long  time  we  haven't  been 
in  that  downward  trend. 

I  happen  to  believe  that's  very  important  to  our  long-term  eco- 
nomic performance.  It's  hard  to  be  a  first-rate  economy,  even  in  the 
21st  century,  if  you've  allowed  your  industrial  base  to  totally  erode. 

Senator  Bennett.  As  it  would  be  if  you  allowed  your  agricultural 
base  to  totally  erode. 

Mr.  Brown.  Which  we  certainly  are  not  doing. 

Senator  Bennett.  Which  we  certainly  don't  want  to  do.  Agri- 
culture continues  to  go  down  as  a  percentage  of  the  economy  and 
that  doesn't  bother  me.  Manufacturing  can  go  down  as  a  percent- 
age of  the  economy  if,  as  you  say,  the  actual  number  is  increasing 
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because  that  means  that  the  great  growth— excuse  the  percent- 
ages— is  coming  in  the  service  sector.  But  that's  very  good  news. 

Mr.  Brown.  You're  right,  Senator.  I  think  if,  in  fact,  it's  going 
down  because  we  are  becoming  more  productive  and  more  competi- 
tive, that's  a  good  reason  for  it  to  go  down.  If  it's  going  down  be- 
cause we  are  not  attentive  to  global  competition  and,  therefore,  are 
not  competitive,  then  that's  a  bad  thing.  I  think  that's  the  differen- 
tiation we  need  to  make. 

Senator  Bennett.  Yes. 

Mr.  Brody.  In  the  not  all  that  distant  past,  services  were  dis- 
criminated against  at  Eximbank.  Those  days  are  over.  Support  of 
services  is  as  aggressive  as  support  of  manufacturing. 

The  Chairman.  As  it  should  be. 

Mr.  Brody.  As  it  should  be.  So  we're  in  a  proper  world  there,  in 
line  with  your  comments  with  which  I  agree. 

With  respect  to  aid,  as  the  Secretary  stated,  we've  taken  a  whole 
new  stance  and  a  real  crack  at  Tied  Aid.  What  the  report  this  year 
does  is  to  go  a  step  further  and  basically  have  the  Commerce  De- 
partment and  the  Treasury  in  a  leading  role  in  taking  a  crack  at 
untied  aid.  Untied  aid  is  a  lot  larger  than  Tied  Aid. 

Before  we  think  too  much  of  leaning  in  one  direction  or  another, 
based  upon  who's  in  first,  we  might  want  to  consider  a  competitive 
response  and  how  much  untied  aid  we  put  out  relative  to  the  rest 
of  the  world. 

Perhaps  our  first  task  might  be,  as  we're  setting  out  to  do,  to 
make  the  untied  aid  truly  untied,  even  going  back  to  the  initial 
step  where  the  service  provider  is  there  doing  the  feasibility  stud- 
ies or  the  conceptual  work,  which  then  leads  to  the  major  manufac- 
turing work.  I  think  it's  a  complex  area  and  I  think  that  we're 
starting  to  take  a  real  crack  at  it  in  a  way  that  can  have  big  bene- 
fits. 

Senator  Bennett.  I'm  delighted  to  hear  that.  Your  response  re- 
minds me  of  the  reaction  I  had  when  Senator  Specter  and  I  were 
in  Kazakhstan.  Don't  ask  me  to  explain  how  that  all  came  to  pass. 

There  were  a  large  number  of  American  companies  in  Kazakh- 
stan advising  the  Kazakhs  about  how  they  should  proceed  with 
their  newly  independent  economy  because  their  country  was  struc- 
tured at  the  time  of  independence,  was  economically  wholly  inte- 
grated with  and,  therefore,  totally  dependent  upon,  Russia. 

The  Russians  had  not — this  is  shorthand,  oversimplification — but 
the  Russians  had  not  allowed  them  to  build  a  manufacturing  base 
there.  They  used  them  as  a  storehouse  of  raw  materials,  all  of 
which  got  transported  over  the  line  into  Russia,  processed  there, 
and  any  processed  goods  that  would  be  used  in  their  economy 
would  then  be  shipped  back  from  Russia. 

I  guess  that  worked  when  it  was  all  the  Soviet  Union,  but  once 
the  Soviet  Union  dissolved,  then  they  became  a  separate  country. 
Suddenly,  they  found  themselves  in  a  circumstance  where  they  had 
no  manufacturing  base  to  call  their  own. 

So  here  were  all  kinds  of  American  consulting  firms — McKenzie, 
Price  Waterhouse,  Arthur  Andersen,  and  who  all  else — over  there 
laying  out  what  had  to  be  done.  I  asked,  "Who  pays  you?",  because 
these  consulting  firms  are  not  philanthropic  institutions. 
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They  said,  "Well,  we're  all  paid  with  Government  funds.  The  U.S. 
Government  pays  us."  I  then  asked  the  question,  "Well,  who's  going 
to  bid  on  the  building  of  the  refinery,  the  steel  mill,  or  the  other 
infrastructure  things  that  have  to  be  done  after  you've  done  all 
these  studies?" 

It's  world  market.  It  seems  to  me  there  ought  to  be  some  kind 
of  circumstance  that  says,  if  the  U.S.  Government  has  paid  for  the 
Kazakhs  to  understand  what  they  need  and  thev  say,  now  the  time 
has  come  to  place  the  order,  the  first  window  tney  go  to  should  be 
in  the  United  States  unless  there's  absolutely  no  way  we  can  pro- 
vide that  particular  service  or  facility. 

Mr.  Brody.  Senator? 

Senator  Bennett.  And  I'm  not  the  Senator  from  Bechtel. 

Mr.  Brody.  No,  I  understand  that.  As  a  practical  matter,  the 
more  the  service  provided  is  of  a  technical  nature,  and  less  of  a 
conceptual  nature — let's  say  not  macroeconomic  but  just  what  are 
the  specifications  for  what  you  need? — it  naturally  follows  that  the 
country  that  houses  the  experts  providing  that  kind  of  technical 
guidance  ends  up  benefiting  because  the  experts  tend  to  be  more 
familiar  with  what  is  produced  in  their  own  country  and  what  their 
own  technical  specifications  and  guidelines  are.  It  prettv  much 
works  that  way,  even  though  it  goes  out  to  international  oidding. 

One  of  the  questions  is,  to  the  extent  that  others  do  a  lot  more 
than  we  do,  is  there  a  way  actually  to  break  that  informal,  but  very 
real  link? 

Mr.  Brown.  I  might  add,  Senator,  I  believe  one  of  the  strongest 
advances  that  we've  made  with  our  national  export  strategy  is  the 
Trade  Development  Agency  (TDA). 

Often,  he  who  writes  the  feasibility  study  has  a  great  impact  on 
where  the  business  goes. 

Senator  Bennett.  Yep. 

Mr.  Brown.  I  think  providing  resources  there  has  been  an  impor- 
tant step  for  us.  The  TDA  has  Been  very  active  and  very  aggressive 
under  Joe  Grandmaison's  leadership. 

Senator  Bennett.  I  could  pursue  this  further,  Mr.  Chairman,  but 
I  think  we  would  be  restating  the  same  thing.  I  just  want  to  make 
one  other  quick  comment  about  the  issue  of  intellectual  property 
rights,  and  would  support  and  encourage  you  to  continue  to  pursue 
that. 

I'd  share  with  you  this  experience  out  of  my  business  past. 
Again,  I  won't  bore  you  with  the  details,  other  than  to  state  that 
this  is  a  conference  that's  being  held  on  the  issue  of  pre-recorded 
movies  and  videotape.  One  of  the  speakers  at  the  conference,  you'll 
discover  from  what  I  say  how  long  ago  this  was,  was  a  representa- 
tive of  the  Disney  Corporation,  wno  told  those  of  us  attending  the 
conference  that,  "Under  no  circumstances  would  Disney  ever  enter 
that  market,  that  Disney  would  never  make  the  classic  Disney 
movies  available  for  home  video  on  videotape,  that  they  would  pre- 
serve them  for  theatrical  release  forever  and  ever." 

Whereupon,  another  panelist  said,  "You  are  in  that  market  and 
you  are  doing  extremely  well.  Videotapes  of  Disney  movies  are  sell- 
ing all  over  South  America  and  they  are  in  high  demand.  They  are 
the  best  sellers  going.  The  only  thing  wrong  is  that  you  aren't  get- 
ting any  of  that  money." 
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I  think  that  summarizes  what  can  happen  if  we  don't  continue 
the  vigilance  that  you've  outlined  on  intellectual  property  rights. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much. 

Senator  Sarbanes. 

Senator  Sarbanes.  Mr.  Chairman,  this  has  been  a  very  helpful 
panel  and  I'll  be  very  quick. 

First  of  all,  I  want  to  ask  Ken  Brody,  in  your  statement,  you  just 
alluded  to  it  in  responding  to  Senator  Bennett,  you  point  out  that 
since  the  implementation  of  the  new  OECD  guidelines  governing 
Tied  Aid  in  1992,  the  use  of  Tied  Aid  has  significantly  declined,  but 
that  a  growing  problem  in  the  area  of  export  subsidies  is  the  use 
of  so-called  untied  aid,  aid  which  is  not  officially  tied  to  exports 
from  the  sponsoring  company,  but  which  in  practice  ends  up  appar- 
ently working  that  way. 

I'm  very  much  concerned  about  this.  We  provided  a  Tied  Aid 
credit  war  chest  to  the  Eximbank  to  be  used.  I  think  you've  been 
using  it  very  effectively  and  very  skillfully. 

Now,  though,  it  seems  they're  sliding  off  into  another  arena  and, 
obviously,  we  need  to  give  some  thought  to  how  we  close  that  down. 

Do  you  have  any  suggestions  for  us,  is  there  something  we 
should  do,  or  can  you  deal  with  it  downtown?  What's  the  concerted 
strategy  we  develop? 

Mr.  Brody.  At  this  point  in  time,  I  believe  that  the  most  effective 
strategy  is  to  have  strong  leadership  from  Commerce  and  Treasury, 
each  of  which  are  eager  and  have  started  to  provide  this  kind  of 
leadership. 

We  need  to  get  our  hands  around  the  facts  better.  The  facts  are 
hard  to  come  by.  Whenever  I  see  facts  hard  to  come  by,  my  sus- 
picions of  behavior  that  is  not  proper  go  very,  very  high.  I  think 
that  with  a  concerted  effort,  we'll  be  able  to  really  get  our  hands 
around  some  good,  hard  facts. 

My  suspicion,  really  following  the  conversation  with  Senator 
Bennett,  is  that  there  is  a  very  skillful  tying  of  the  so-called  untied 
aid  by  use  of  technical  studies  which  end  up  favoring  the  untied 
aid  donor  country. 

The  numbers  are  big.  Last  year,  for  example,  I  think  Tied  Aid 
was  something  less  than  $7  billion  and  untied  aid  was  a  good  bit 
in  excess  of  $10  billion,  and  the  untied  aid  numbers  are  growing 
fast. 

This  is  an  important  matter.  I  think  we  are  having  a  real  start 
of  an  effort  to  get  to  the  bottom  of  this  and  then  figure  out  exactly 
what  the  actions  are  we  can  take  to  help  make  untied  aid  really 
untied. 

We've  had  active  participation  by  Under  Secretary,  Jeff  Garten, 
who,  when  he  visited  Japan,  one  of  the  larger  givers  of  untied  aid, 
started  to  set  out  some  of  the  beginnings  of  the  process. 

I  think  that  was  a  number  of  months  ago.  I  expect,  as  we  have 
stated  in  this  report,  that  this  will  be  a  major  activity. 
"Senator  Sarbanes.  Secretary  Brown,  I'd  like  to  ask  you  whether 
everyone  is  cooperating  fully  within  the  TPCC?  You  list  all  of  them 
on  the  back  here.  Are  there  some — I  know  you  probably  don't  want 
to  spot  them  here  in  a  public  session,  but  I  assume  there  are  some, 
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or  there  may  be  some  laggers  within  the  group.  Is  that  a  reason- 
able assumption  or  not? 

Mr.  Brown.  It  would  be  a  reasonable  assumption,  I  think,  in  pre- 
vious Administrations,  Senator  Sarbanes. 

We've  been  very  fortunate.  We've  got  a  good  working  relationship 
with  all  of  the  agencies.  When  I  look  back  to  the  principals'  meet- 
ing that  we  had  fast  year,  getting  ready  to  go  over  the  final  version 
of  the  report,  there  was  sparse  attendance  from  my  Cabinet  col- 
leagues. 

This  year,  just  the  opposite  was  true.  Almost  everybody  was 
there  in  a  very  hands-on  kind  of  wav.  People  have  paid  attention. 
I  think  it's  because  there's  a  good  deal  more  focus  on  the  impor- 
tance of  these  activities  to  our  economic  future  and  to  our  effort  to 
create  jobs. 

I  really  couldn't,  Senator  Sarbanes,  identify  an  agency  or  depart- 
ment that  hasn't  been  cooperative.  There  are  differences.  There  are 
disagreements.  There  are  debates  about  priorities.  I  would  expect 
that  those  would  continue.  However,  there  is  full  participation  and 
engagement  in  the  process. 

Senator  Sarbanes.  I  wasn't  quite  clear.  Last  year,  when  you  did 
the  first  report — this  year  there  was  far  more  direct  Cabinet  par- 
ticipation than  last  year.  Is  that  right? 

Mr.  Brown.  Yes.  I  think  we're  building  momentum.  Obviously, 
Senator  Sarbanes,  when  you  get  into  these  budget  issues,  there  is 
a  potential  for  conflict. 

We  have  worked  very  closely  with  the  Department  of  Agriculture, 
for  example.  I  think  getting  the  data  is  going  to  be  the  key  to  the 
future.  How  are  these  dollars  being  spent?  How  useful  are  they? 
What  is  the  value  added  related  to  those  expenditures?  That  is  the 
process  we're  undergoing  now. 

If  I  might.  Senator  Sarbanes,  just  to  add  one  point  that  I  prob- 
ably should  have  made  earlier  which  I  think  gives  a  sign  of  the 
kind  of  aggressive  approach  we're  taking,  within  the  Commerce  De- 
partment now,  we  have  what  we  call  an  advocacy  center.  It  is,  for 
lack  of  a  better  term,  virtually  a  war  room,  where  we  have  identi- 
fied the  100  major  projects  globally,  and  we're  tracking  those 
projects.  We're  working  very  hard  to  make  sure  that  American 
companies,  American  business  and  industry,  gains  an  upper  hand 
in  that  competition. 

We  are  following  all  of  those  projects  on  a  daily  basis,  so  we 
know  when  the  final  decision  is  going  to  be  made,  who  is  making 
the  final  decision,  and  what  kind  of  strategy  we  can  pursue  on  a 
very  case-by-case,  focused,  targeted  area.  We  are  also  addressing 
what  kind  of  resources  we  can  put  together,  whether  it's  SBA, 
Eximbank,  OPIC,  or  TDA,  in  order  to  give  us  some  advantage  in 
that  regard.  This  is  another  sign  of  an  interagency  process  that  is 
working  effectively. 

Senator  Sarbanes.  I  know  from  talking  with  people  in  the  busi- 
ness community  that  it's  like  day  and  night  for  them.  They  really 
do  feel  that  the  Administration  nas  mounted  a  major  coordinated 
effort  and,  of  course,  they're  very  appreciative  of  that. 

My  final  question  is  what  further  can  we  do  in  Congress  to  be 
helpful  to  these  efforts?  I  take  it  you  have  the  legislation  you  need. 
Perhaps  not.  Perhaps  you  need  some  adjustments  to  it. 
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I  know  one  obvious  answer  to  that  is  resources,  a  budget  ques- 
tion, and  I'd  like  to  set  that  one  aside.  You  have  to  make  the  first 
budget  decisions  before  it  comes  up  here,  and  then  we'll  see  what 
we  can  do  to  sustain  them. 

Mr.  Brown.  Yes. 

Senator  Sarbanes.  Is  there  anything  beyond  that  we  can  do  to 
be  helpful? 

Mr.  Brown.  We  are  very  pleased.  Senator  Sarbanes,  with  the 
legislative  parameters  within  which  we  are  working.  There  are 
other  complementary  pieces  of  legislation  that  would  be  very  help- 
ful. 

S.  4,  for  example,  the  Competitiveness  Act,  congressional  action 
on  that  would  be  terribly  helpful  to  our  efforts.  Also,  reauthoriza- 
tion of  the  Export  Administration  Act,  things  of  that  nature  which 
complement  our  activities,  would  be  very  helpful. 

I  believe  that  you.  Chairman  Riegle,  and  others  on  this  Commit- 
tee have  given  us  the  platform  that  we  need.  You  have  laid  the  pa- 
rameters for  us  which  are  very  helpful  and,  obviously,  we're  pursu- 
ing implementation  of  the  strategy  that  you  gave  us  the  oppor- 
tunity to  implement  as  vigorously  as  we  can. 

Senator  Sarbanes.  Thank  you  very  much.  We  look  forward  to 
continuing  to  work  closely  with  you. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Just  two  other  points.  One  is,  some  people  say 
that  rather  than  try  to  just  concentrate  on  reallocating  resources 
within  the  existing  budget,  we  ought  to  see  this  changed  global 
condition  and  recognize  we  probably  need  a  bigger  budget. 

Everybody's  talking  about  reducing  budgets  but,  it  seems  to  me, 
every  dollar  we  spend  in  this  area,  if  we  spend  it  intelligently,  we 
get  back  several  times  over. 

I  don't  want  to  find  that  what  we're  doing  is  shearing  down  need- 
less activities.  It  may  well  be  that  we  need  to  double  the  budget 
in  trade  promotion.  My  guess  would  be  we  probably  should.  I  mean 
not  just  arbitrarily  or  just  to  blow  the  money,  but  if  we  can  imple- 
ment a  strategy  where  we're  bringing  back  discernible  increases  in 
sales  activity,  service  products,  hard  goods,  whatever  it  happens  to 
be,  that,  to  me,  is  where  the  Government  ought  to  be  involved.  To 
me,  this  is  like  defense  spending  because  it  gets  the  job  done  here 
at  home  in  an  economic  sense. 

Senator  Sarbanes.  Mr.  Chairman,  I'd  like  to  just  make  a  point 
there. 

The  last  appendix  in  the  report,  examples  of  competitor  nation 
trade  promotion  spending,  underscores  your  point  in  terms  of  how 
we  stack  up  against  these  major  competitor  countries.  In  fact,  we're 
at  the  bottom  of  the  budget  on  nonagriculture  export  assistance 
services  as  a  percent  of  the  GDP.  The  United  States  is  at  the  bot- 
tom. 

To  pick  up  on  a  point  that  Senator  Bennett  was  making,  which 
I  thought  was  a  very  important  point,  in  terms  of  the  feasibility 
studies,  you  indicated  that  the  Japanese  dwarf  almost  everybody 
on  what  they  put  into  feasibility  studies. 

The  Chairman.  I  have  just  one  final  comment.  That  is,  this  Com- 
mittee was  tied  up  in  large  measure  over  the  last  6  years  on  finan- 
cial crisis  problems.  We  spent  a  lot  of  time  getting  FIRREA  done, 
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getting  the  Bank  Reform  Act  done,  getting  a  lot  of  banking  legisla- 
tion done,  getting  market  reform  activity  in  place  after  the  crash 
of  1987,  ana  a  lot  of  other  things.  All  that  work  has  been  done. 

We  have  tried,  on  a  parallel  track,  to  really  exercise  this  Com- 
mittee's authority  to  send  a  charter,  an  economic  policy,  particu- 
larly in  the  international,  global  sense. 

We  have  very  major  responsibilities  in  this  area,  not  just  for  ex- 
port controls  and  export  promotion,  but  also  to  understand  what 
the  economic  ramifications  are  in  terms  of  economic  stabilization  of 
this  country. 

It's  why  the  Defense  Production  Act,  for  example,  came  through 
here.  It's  why  the  New  York  City  and  Chrysler  loan  guarantee  leg- 
islation, or  any  other  loan  guarantee  legislation  in  the  future, 
comes  through  this  Committee. 

This  Committee  is  really  the  place  that's  best  positioned  to  look 
at  the  economic  future  of  the  country.  Now,  that  isn't  to  slight  the 
Commerce  Committee.  I  spent  10  years  on  that  Committee.  It's  not 
to  shght  the  Finance  Committee.  I've  spent  6  years  on  that  Com- 
mittee. It's  also  not  to  slight  the  Budget  Committee,  where  I've 
spent  virtually  my  entire  18  years. 

I've  had  a  chance  to  see  all  of  those  Committees  work.  I  say  this 
to  my  friend.  Senator  Bennett,  who  has  a  business  mind  and  a 
business  orientation,  and  to  Senator  Sarbanes. 

Looking  ahead,  I  think  our  economic  strategy  role,  being  able  to 
think  in  an  encompassing  way  about  how  America  is  doing  in 
terms  of  its  economic  bottom  line,  in  an  economic  sense — one  of  the 
reasons  we  have  oversight  of  monetary  policy  as  well — this  is  the 
one  place  where  that  can  happen. 

We've,  in  a  sense,  done  as  much  of  that  as  we  can.  We've  had 
over  40  hearings  on  competitiveness.  We  have  gone  way  down  the 
track  in  terms  of  a  strategy  in  that  area,  as  we  have  on  trade  pro- 
motion. 

Looking  ahead,  I'd  like  to  say  to  Senator  Sarbanes,  who  is 
trained  as  an  economist  and  understands  economic  policy  better 
than  almost  anybody  in  the  Senate,  and  to  Senator  Bennett,  who 
is  such  a  valuable  Member  of  this  Committee,  and  to  the  others 
who  are  not  here  to  hear  my  voice  say  this  at  this  moment,  I  think 
the  big  future  of  this  Committee  is  in  this  area,  especially  over  the 
next  6  years  as  we  go  through  this  transition  in  this  global  econ- 
omy, which  is  breathtaking,  with  these  3  billion  new  people  who 
came  into  the  free  market  system  and  who  are  now  both  potential 
customers  and  potential  competitors. 

We've  got  a  big  job  to  do  here  in  conceptualizing  what  needs  to 
happen,  where  the  Grovernment's  role  ought  properly  to  be,  what 
the  financing  mechanisms  ought  to  be,  and  how  we  manage  our  fis- 
cal affairs  and  our  monetary  affairs  so  that  we're  putting  ourselves 
in  a  position  to  go  out  and  have  a  good,  solid  economic  bottom  line 
for  America. 

That's  what  this  Committee  must  do.  We've  got  the  brain  power 
here,  on  both  sides  of  the  aisle,  to  conceptualize  that  and  do  it. 

If  it  isn't  done  here,  I  don't  think  it's  going  to  be  done.  There  is 
no  other  Committee  that  really  is  situated  to  do  it. 

God  bless  the  Finance  Committee.  We  do  a  lot  of  things  over 
there  in  terms  of  Tax  Law,  Trade  Policy,  Medicare,  Health  Care, 
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and  a  lot  of  other  things,  GATT,  you  name  it.  We're  not  quite  struc- 
tured in  a  way  to  think  about  it  with  the  detachment  that  needs 
to  be  there  in  terms  of  how  the  economic  system  is  working,  the 
American  economic  system,  in  the  global  economy.  That  should 
happen  here. 

I  say  to  my  colleague,  who  I  hope  is  the  next  Chairman,  this  is 
something  that  ought  to  be  a  centerpiece  of  what  the  Committee 
does.  I  think  we've  laid  the  foundation.  We're  way  down  the  track 
from  where  we  were  6  years  ago  or  10  years  ago,  and  it's  very  im- 
portant that  we  continue  to  maintain  that  flight  path  on  into  the 
future. 

Thank  you.  The  Committee  stands  in  recess. 

Mr.  Brown.  Thank  you.  Mr.  Chairman,  if  I  could  just  say,  to  join 
your  colleagues  and  to  speak  on  behalf  of  the  entire  Administration 
in  expressing  our  sincere  and  deep  appreciation  for  your  extraor- 
dinary service  and  extraordinary  leadership,  you  will  be  greatly 

missed. 

The  Chairman.  Thank  you.  Thank  you  very  much. 

Did  the  reporter  get  that?  Thank  you. 

[Whereupon,  at  12:38  p.m.,  the  Committee  was  adjourned.] 

[Prepared  statements  and  additional  material  supplied  for  the 
record  follow:] 
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PREPARED  STATEMENT  OF  SENATOR  CHRISTOPHER  J.  DODD 

Thank  you,  Mr.  Chairman.  I  want  to  commend  you  and  Senator  Sarbanes  for  your 
leadership  in  bringing  trade  promotion  and  c»ordination  issues  to  the  forefront  of 
the  congressional  agenda. 

I  want  to  welcome  Secretary  Brown  and  our  distinguished  panel  of  witnesses — 
Ken  Brody,  Alice  Rivlin,  and  Cassandra  Pulley — and  extend  my  praise  to  them  for 
their  enthusiastic  and  effective  efTorts  to  promote  increased  international  trade  op- 
portunities for  American  businesses  and  workers. 

As  Congress  prepares  to  consider  the  GATT  Uruguay  Round  agreement,  I  think 
it  is  uniquely  appropriate  that  we  meet  today  to  examine  the  success  of  our  efforts 
to  coordinate  export  promotion  and  financing  activities,  and  to  renew  our  commit- 
ment to  assisting  our  businesses  in  the  new  international  economic  marketplace. 

For  more  than  40  years,  the  United  States  has  been  the  principle  leader  in  efforts 
to  expand  world  trade.  We  have  vigorously  pursued  these  efforts  as  a  means  to  bol- 
ster the  stability  of  our  allies  abroad,  and  to  increase  our  own  economic  strength. 
Our  reasons  for  increasing  market  access  and  expanding  trade  opportunities  remain 
much  the  same  today. 

I  believe  that  the  final  Uruguay  Round  agreement  will  significantly  reduce  tariffs 
and  expand  access  to  foreign  markets.  In  the  process,  it  will  strengthen  our  economy 
a:id  create  hundreds  of  thousands  of  new  American  jobs. 

The  agreement  achieves  our  three  principle  trading  objectives.  It  will  cut  overall 
tariffs  by  approximately  one-third,  expand  GATT  discipline  to  new  areas  of  commer- 
cial activity,  and  increase  enforcement  authority  for  trade  violations. 

The  agreement's  expanded  intellectual  property  protections  are  critical  to  growing 
sectors  of  our  economy.  The  American  computer,  entertainment,  publishing,  phar- 
maceutical, and  high-technology  industries  will  benefit  significantly  from  the  new 
internationally-agreed  upon  minimum  standards. 

Impact  on  Connecticut 

In  Connecticut,  businesses  are  successfully  capitalizing  on  increased  trade  oppor- 
tunities. Exports  have  been  one  of  the  few  profit-making  and  job-creating  industries 
during  our  State's  recent  economic  difficulties.  The  State's  exports  grew  oy  $5.5  bil- 
lion from  1987  to  1993,  and  the  Uruguay  Round  agreement  promises  greater  success 
for  Connecticut  industries  as  it  strengthens  intellectual  property  protections  and  in- 
creases market  access. 

For  years  Connecticut  has  been  one  of  the  most  defense-dependent  States  in  our 
Nation.  The  decline  in  Federal  defense  dollars  has  had  a  severe  and  lasting  impact 
on  our  economy.  We  are  fortunate,  however,  that  exports  helped  fill  the  gap — in- 
creasing at  approximately  the  same  rate  as  defense  dollars  declined.  We  must  con- 
tinue to  fuel  tnis  growing  sector  of  our  economy  by  reducing  market  barriers  and 
expanding  trade  opportunities. 

Connecticut  businesses  are  no  longer  asking  why  they  should  export,  but  how. 
They  are  doing  so  in  greater  numbers  thanks  to  the  increased  level  of  awareness 
in  the  business  community  heightened  by  the  NAFTA  debate. 

They  are  thirsty  for  trade,  and  anxious  to  benefit  from  more  targeted  and  coordi- 
nated export  and  financing  opportunities. 

Western  Hemisphere  Free  Trade 

Mr.  Chairman,  I  believe  that  our  strategic  trade  vision  should  include  signifi- 
cantly expanded  trade  opportunities  in  our  own  hemisphere.  I  have  introduced  legis- 
lation to  give  the  President  the  authority  to  negotiate  a  comprehensive  and  inclusive 
Western  Hemisphere  free  trade  agreement  by  the  end  of  this  century.  The  agree- 
ment would  replace  the  current  patchwork  of  bilateral  and  multilateral  trade  zones 
that  now  cover  much  of  our  hemisphere. 

A  Western  Hemisphere  free  trade  area  would  comprise  the  largest  single  market 
in  the  world.  It  would  include  nearly  three-quarters  of  a  billion  people  and  have  a 
Gross  Domestic  Product  of  more  than  $7.3  trillion. 

Latin  America  and  the  Caribbean  are  becoming  rapidly  larger  players  in  the  glob- 
al marketplace  providing  promising  new  markets  for  American  exported  goods.  The 
region  is  now  the  United  States'  third  largest  trading  partner,  surpassed  only  by 
Canada  and  Western  Europe. 

A  hemisphere-wide  free  trade  agreement  would  help  cement  and  further  recent 
democratic  and  economic  reforms  in  Latin  America.  Expanded  trade  is  the  best  tool 
we  have  to  strengthen  the  democracies  of  the  region  and  prevent  civil  strife.  It  is 
the  best  tool  we  have  to  expand  markets  thirsty  for  U.S.  products. 

Our  participation  in  a  hemisphere-wide  trade  accord  would  also  strengthen  our 
hand  in  trade  negotiations  with  the  Europeans  and  the  Japanese.  It  would  give  us 
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more  leverage  in  opening  up  markets  around  the  world.  It  would  position  our  econ- 
omy for  success  in  the  coming  century. 

If  all  Americans  are  to  benefit  from  expanded  trade,  it  is  vitally  important  that 
we  ensure  that  our  businesses  have  the  tools  to  capitalize  on  increased  opportuni- 
ties. 

The  Trade  Promotion  Coordinating  Committee  has  made  tremendous  strides  in 
improving  our  ability  to  deliver  vital  trade  information  efTiciently  and  intelligently. 
I  commend  our  witnesses  for  their  part  in  these  efforts  and  look  forward  to  their 
testimony. 

Thank  you  again,  Mr.  Chairman. 


PREPARED  STATEMENT  OF  SENATOR  CAROL  MOSELEY-BRAUN 

Mr.  Chairman,  at  the  outset,  I  want  to  congratulate  you  for  your  strong  efforts 
to  enhance  our  trade  promotion  efforts  and  for  your  leadership  in  pushing  for  better 
coordination  among  the  numerous  Federal  agencies  involved  in  the  trade  promotion 
area,  and  for  making  trade  promotion  a  real  priority. 

Trade  promotion  needs  to  be  a  high  priority  for  the  United  States  because  increas- 
ing our  exports  helps  create  new  jobs  here  in  the  United  States.  Every  one  billion 
dollars  in  additional  exports  means  20,000  new  jobs  for  Americans — and  those  jobs 
tend  to  be  the  kind  of  jobs  Americans  most  want  and  need,  good,  high-paying  jobs 
that  enable  people  to  buy  homes  and  raise  families. 

It  was  under  your  leadership,  Mr.  Chairman,  that  the  Export  Enhancement  Act 
of  1992  was  developed  and  enacted,  and  you  are  to  be  greatly  congratulated  for  that 
achievement.  That  legislation  is  beginning  to  show  results.  Last  year,  this  Commit- 
tee heard  the  first  annual  report  of  the  Trade  Promotion  Coordinating  Committee, 
a  report  that  set  out  65  recommendations  for  developing  and  implementing  a  com- 
prehensive export  promotion  strategy  across  our  Government. 

Today,  we  will  learn  how  the  TPCC  is  progressing  in  implementing  the  65  rec- 
ommendations contained  in  last  year's  report.  The  number  of  senior  officials  here 
this  morning  is  eloquent  testimony  to  the  importance  of  trade  promotion  policy.  I 
look  forward  to  hearing  from  our  distinguished  witnesses  this  morning.  Secretary 
of  Commerce,  Ron  Brown;  Chairman  of  the  Export-Import  Bank,  Kenneth  Brody; 
Acting  Director  of  the  Office  of  Management  and  Budget,  Alice  Rivlin;  and  Acting 
Administrator  of  the  Small  Business  Administration,  Cassandra  Pulley. 


PREPARED  STATEMENT  OF  SENATOR  ALFONSE  M.  D'AMATO 

I  join  in  welcoming  Commerce  Secretary,  Ron  Brown,  who  is  serving  as  Chairman 
of  the  TPCC;  Export-Import  Bank  Chairman,  Ken  Brody,  who  is  serving  as  Deputy 
Chairman  of  the  TPCC;  Cassandra  Pulley,  who  is  the  Acting  Administrator  of  the 
Small  Business  Administration,  who  is  a  member  of  the  TPCC;  and  Alice  Rivlin, 
who  is  the  Acting  Director  of  the  Office  of  Management  and  Budget. 

Today,  the  Administration  is  releasing  the  second  annual  Trade  Promotion  Co- 
ordinating Committee  (TPCC)  report.  The  TPCC  was  established  as  part  of  the  Ex- 
port Enhancement  Act  of  1992.  The  goal  of  the  Committee  is  to  coordinate  the  ex- 
port promotion  and  financing  activities  of  the  Federal  Government. 

The  report  discusses  the  65  recommendations  from  the  1993  report  entitled,  "To- 
ward a  National  Export  Strategy."  There  are  a  few  productive  recommendations  for 
helping  small  business  exporters.  These  are  a  good  first  step,  but  more  needs  to  be 
accomplished  before  U.S.  exporters  are  not  competing  at  a  disadvantage. 

Small-  and  medium-sized  exporting  companies  need  to  be  more  specifically  tar- 
geted in  the  effort  to  increase  exports.  The  report  discusses  some  of  the  difficulties 
small  businesses  encounter  when  they  attempt  to  export.  One  major  problem  small 
businesses  face  is  the  lack  of  export-finance  information  and  resources.  These  com- 

fianies  need  to  be  made  aware  of  all  the  Federal  export  programs,  assistance,  and 
inancing  that  is  available.  The  exporting  potential  for  small  companies  needs  to  be 
fulfilled. 

No  amount  of  trade  financing  and  promotion  will  make  a  difference  if  the  unfair 
Trade  barriers  are  not  brought  down.  American  businesses  should  have  the  oppor- 
tunity to  compete  for  trade  contracts  on  a  level  and  fair  playing  field.  I  am  not  sug- 
gesting that  American  businesses  should  have  an  unfair  advantage,  but  only  an 
equal  opportunity.  The  Administration  should  not  permit  these  unfair  acts  to  con- 
tinue. I  can  understand  if  an  American  company  loses  out  on  a  trade  contract  due 
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to  noncompetitive  prices  or  a  poor  quality  of  goods  or  services,  but  to  lose  because 
they  are  forced  to  compete  with  one  hand  tied  behind  their  back  is  unjustifiable. 

More  needs  to  be  done  to  ease  up  our  export  restrictions.  I  recently  introduced 
a  bill  that  reduces  restrictions  on  the  Export-Import  Bank  in  regards  to  financing 
for  nonlethal  defense  articles  and  defense  services  whose  primary  end  use  will  be 
for  civilian  purposes.  This  will  increase  the  exports  of  items  such  as  air  traffic  radar. 
More  steps  like  this  need  to  be  taken  to  give  American  companies  an  equal  oppor- 
tunity in  the  International  Market. 

I  look  forward  to  the  in-depth  testimony  from  our  witnesses  today. 


PREPARED  STATEMENT  OF  RONALD  H.  BROWN 

Chairman,  Trade  Promotion  Coordinating  Committee, 
Secretary,  Department  of  Commerce,  Washington,  DC 

October  5,  1994 

Introduction 

Mr.  Chairman  and  distinguished  Members  of  the  Senate  Banking,  Housing,  and 
Urban  Affairs  Committee,  it  is  my  pleasure  to  appear  before  you  this  morning  to 
present  to  Congress  the  second  annual  report  of  tne  Trade  Promotion  Coordinating 
Committee.  I  would  like  to  thank  Chairman  Riegle  and  Senator  Sarbanes  for  their 
strong  support  of  our  efforts  over  the  last  year  and  for  their  continuing  advice  and 
counsel.  Senator  Sarbanes,  you  were  instrumental  in  the  passage  of  the  legislation 
codifying  the  TPCC,  and  I  am  glad  you  are  present  today  to  see  the  results  of  your 
tremendous  elTorts.  In  addition,  I  would  like  to  take  a  moment,  Mr.  Chairman,  to 
note  your  important  leadership  on  competitiveness  issues,  illustrated  not  only  by  the 
successes  of  the  TPCC  as  outlined  in  this  refx)rt,  but  also  reflected  in  the  many 
hearings  vou  have  held  over  the  years  and  the  legislation  you  have  shepherded 
through  this  Committee  and  Congress  to  advance  U.S.  competitiveness.  I  hope  you 
will  consider  this  second  annual  TPCC  report  as  a  tribute  to  vour  vision,  as  ex- 
pressed in  the  Export  Enhancement  Act  of  1992,  of  seeing  all  U.S.  Government 
agencies  working  together  to  promote  American  competitiveness  abroad. 

I  would  also  lixe  to  express  my  deep  appreciation  for  the  tremendous  cooperation 
we  have  received  from  otner  agencies.  At  the  core  of  our  interagency  efi'orts  and  ac- 
complishments have  been  the  special  relationship  the  Department  of  Commerce  and 
I  have  built  with  Kenneth  Broov,  Chairman  of  the  Export-Import  Bank;  Ruth  Har- 
kin.  President  of  the  Overseas  Private  Investment  Corporation;  Erskine  Bowles,  Ad- 
ministrator of  the  Small  Business  Administration;  and  Joe  Graridmaison,  Director 
of  the  Trade  and  Development  Agency.  We  have  also  received  extensive  support 
from  the  Office  of  Management  and  Budget,  the  National  Security  Council,  the  Na- 
tional Economic  Council,  the  Environmental  Protection  Agency,  and  a  large  number 
of  Cabinet  agencies,  including  the  Departments  of  State,  Treasury,  Energy,  Defense, 
and  Agriculture. 

Last  year,  I  went  to  great  lengths  to  describe  the  importance  of  exports  to  the 
American  economy  and  to  job  creation.  At  that  time,  I  set  a  goal  of  increasing  U.S. 
exports  of  goods  and  services  to  over  $1  trillion  by  the  turn  o?  the  century,  support- 
ing over  6  million  new  jobs.  The  message  and  the  goal  are  more  important  as  every 
day  goes  by.  Between  1986  and  1993,  for  example,  nearly  40  percent  of  the  growth 
of  the  Nation's  Gross  Domestic  Product  resulted  from  U.S.  exports  of  goods  and 
services.  Between  1986  and  1992  (the  most  recent  year  for  which  data  are  avail- 
able), the  number  of  jobs  associated  with  exports  rose  from  6.7  million  to  over  10 
million.  Moreover,  jobs  supported  by  goods  exports  paid  13  percent  more  than  the 
average  wage. 

U.S.  sales  abroad  have  continued  to  grow — running  at  an  annual  rate  of  $685  bil- 
lion in  the  second  quarter,  up  7  percent  from  the  same  pieriod  of  1993,  despite  reces- 
sions in  our  traditional  marlcets  in  Europe  and  Japan.  With  NAFTA  in  place,  ex- 
fiorts  to  Canada  and  Mexico  boomed,  as  they  did  to  East  Asia  and  to  South  America, 
n  addition,  with  economic  growth  expanding  in  the  advanced  industrialized  econo- 
mies, we  can  look  forward  to  a  stronger  export  performance  for  1995  and  beyond — 
to  the  point,  I  believe,  that  we  can  raise  our  objective  from  $1  trillion  in  U.S.  exports 
by  the  year  2000  to  an  even  more  ambitious  objective  of  $1.2  trillion  in  U.S.  exports 
by  the  year  2000. 

Competition  in  the  global  marketplace  is  fierce  and  we  cannot  be  complacent  if 
we  are  to  meet  our  objective.  Japanese  companies  are  moving  aggressively  into  con- 
tinental Asia,  the  world's  most  dynamic  and  fastest  growing  region.  Germany, 
France,  and  the  United  Kingdom  are  mounting  renewed  export  offensives.  Countries 
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from  Brazil  to  South  Korea  and  Taiwan  are  entering  the  world  market  as  never  be- 
fore. However,  Americans  have  never  shied  away  from  competition.  American  firms 
have  the  products,  the  technology,  the  quality,  and  the  on-time  delivery  to  compete. 
We  need  to  make  sure  they  have  the  opportunity  to  do  so. 

Reaching  $1.2  trillion  in  U.S.  exports  by  the  year  2000  is  not  something  Gk)vem- 
ment  can  do — it  must  be  done  by  the  private  sector,  transaction  by  transaction,  sale 
bv  sale.  We  can  help.  That  is  what  I  want  to  talk  to  you  about  this  morning.  The 
Clinton  Administration  has  a  plan — from  NAFTA  to  APEC  to  implementation  of  the 
Uruguay  Round — that  will  open  markets  for  our  businesses,  farmers,  and  workers. 
Once  we  have  opened  those  markets,  we  also  have  a  plan  to  help  take  advantage 
of  those  foreign  opportunities — and  their  promise  of  job  creation. 

The  national  export  strategy  is  a  critical  component  of  our  competitiveness  agen- 
da. In  our  1993  report,  we  detailed  over  60  action  recommendations  which,  if  taken, 
would  constitute  our  Nation's  first  comprehensive  export  strategy.  The  report  was 
deliberately  called,  ''Toward  A  National  Export  Strategy"  (italics  added).  It  is  my 
pleasure  to  say  that  we  have  made  considerable  progress  on  virtually  all  of  the  rec- 
ommendations. That  is  what  I  want  to  report  on  today,  by  highlighting  what  we 
have  done  and  some  of  the  firms  we  have  helped  along  the  way. 

Let  me  put  it  this  way,  Mr.  Chairman:  We  have  a  strategy  and  it  is  working. 

Since  I  testified  before  this  Committee  one  year  ago,  my  colleagues  and  I  on  the 
Trade  Promotion  Coordinating  Committee  have  relentlessly  pursued  efforts  to  ex- 
pand the  U.S.  presence  in  world  markets.  Today,  I  would  like  to  discuss  some  of 
our  major  accomplishments  this  year  and  outline  some  directions  that  we  will  pur- 
sue in  the  coming  year.  My  testimony  will  not  cover  everything  that  we  have  accom- 
f)lished  or  plan  to  do  as  set  forth  in  our  report.  Rather,  I  will  touch  upon  the  high- 
ights  and  request  that  the  executive  sununary  of  the  report  be  included  as  part  of 
the  record  of  tnis  hearing. 

Major  Accomplishinents  in  1993 

Our  major  accomplishments  can  be  categorized  into  five  key  themes  which  are  at 
the  heart  of  our  export  promotion  efforts: 

(1)  Supporting  U.S.  Bidders  in  Global  Competitions 

Recognizing  the  fierce  competition  for  procurements  by  foreign  countries,  the  Ad- 
ministration nas  over  the  past  year  launched  an  aggressive  advocacy  strategy  to 
support  U.S.  firms.  While  the  actual  competitions  have  been  fought  and  won  by  our 
private  sector,  Government  support — whether  through  visits  ana  letters  from  senior 
officials  or  financing  packages  designed  to  meet  those  offered  by  competitor  na- 
tions— has  helped  American  firms  win  over  70  major  projects  during  the  past  year 
accounting  for  well  over  $17  billion  in  U.S.  exports  and  275,000  jobs. 

For  example,  our  efforts  to  help  a  Raytheon-led  consortium  secure  a  $1.5  billion 
contract  to  build  an  Amazon  environmental  surveillance  and  air  traffic  control  sys- 
tem (SrVAM)  are  illustrative  of  the  kind  of  full-court  press  the  Administration  in- 
tends to  provide  to  U.S.  bidders  competing  for  major  foreign  procurements.  This  con- 
tract will  support  thousands  of  high-quality  jobs  here  in  the  United  States,  while 
at  the  same  time  helping  Brazil  protect  its  environment,  combat  drug  trafficking, 
and  improve  population  and  public  health  controls. 

Facing  stiff  competition  from  a  European  group  of  companies,  the  U.S.  consortium 
won  the  deal  in  part  through  the  personal  intervention  of  President  Clinton, 
Eximbank  Chairman  Brody,  EPA  Administrator  Carol  Browner,  FAA  Administrator 
Hinson,  TDA  Director  Grandmaison,  and  several  other  senior  Administration  offi- 
cials. I  personally  advocated  on  behalf  of  the  U.S.  consortium  when  I  met  with  key 
Brazilian  decisionmakers  during  my  Latin  America  trip  in  June,  as  did  Under  Sec- 
retary Garten  when  he  visitea  Brazil  in  March.  An  extraordinary  effort  by  Ken 
Brody  and  his  team  to  put  together  a  competitive  financing  package  as  well  as  in- 
tensive followup  by  our  embassy  personnel  in  Brazil  also  played  an  important  role 
in  the  selection  of  the  U.S.  bidder.  Our  new  interagency  Advocacy  Coordinating  Net- 
work and  Advocacy  Center,  which  we  created  over  the  last  year,  were  instrumental 
in  ensuring  that  the  full  resources  of  the  U.S.  Government  were  utilized. 

U.S.  Government  advocacy  also  yielded  results  in  a  number  of  other  global  com- 
petitions including  a  million  dollar  contract  for  an  environmental  technologies  com- 
gany  that  will  assist  Taiwan  with  developing  a  country-wide  Coastal  Zone  Master 
Ian. 

T2)  Eliminating  Unnecessary  Export  Controls 

We  have  made  major  progress  implementing  the  recommendations  included  in  our 
1993  report  to  eliminate  unnecessary  and  ineffective  export  controls  and  to  stream- 
line the  licensing  process.  At  the  same  time,  we  are  strengthening  the  implementa- 
tion and  enforcement  of  those  controls  which  are  still  required  to  combat  the  pro- 
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liferation  of  weapons  of  mass  destruction  and  to  protect  other  U.S.  national  security 
and  foreign  policy  interests.  Over  the  past  year,  these  reforms  have  led  to  a  reduc- 
tion in  the  value  of  goods  requiring  prior  exptort  authorization  by  over  $32  billion. 
The  impact  of  these  reforms  on  the  bottom  line  of  American  firnns  should  not  be 
underestimated.  For  example,  Silicon  Graphics,  based  in  Mountain  View,  California, 
has  experienced  tremendous  growth  this  year — due  primarily  to  recent  changes  to 
U.S.  export  control  regulations.  Before  the  liberalization  of  export  controls  that 
began  in  1993,  its  licensing  lead  time  averaged  150  days.  By  March  1994,  its  lead 
time  averaged  100  days;  and  by  June  1994,  export  licensing  took  only  a  few  weeks. 
This  rapid  decrease  in  licensing  lead  time  has  enabled  Silicon  Graphics  to  double 
its  volume  shipped. 

(3)  Improving  Trade  Finance 

Under  the  leadership  of  Chairman  Brody,  we  have  significantly  upgraded  our 
trade  finance  programs  and  improved  cooperation  among  agencies.  Key  elements  of 
our  new,  forward-looking  strategy  to  help  American  firms  finance  their  exports  in- 
clude: 

•  Establishing  a  Tied  Aid  Capital  Proiects  Fund  at  Eximbank  to  counter  and  even- 
tually eliminate  the  use  of  foreign  Tied  Aid  credits.  Over  the  past  year,  the  Bank 
has  acted  to  match  foreign  credit  offers  on  projects  worth  over  $500  million  in 
U.S.  exports. 

•  Improving  our  cooperation  with  State  and  local  entities  to  increase  the  access  of 
businesses  to  trade  finance  through  vehicles  such  as  Eximbank's  City/State  Pro- 
gram and  the  SBA's  co-guarantee  arrangement  with  the  State  of  California. 

•  Developing  new  partnerships  with  the  private  sector,  including  the  Lender  Edu- 
cation Program  put  together  by  Eximbank  and  the  SBA  and  Eximbank's  efTorts 
in  conjunction  with  the  Private  Export  Funding  Corporation  to  create  a  secondary 
market  to  facilitate  additional  export  loans. 

•  Taking  steps — from  creating  an  information  center  at  the  Commerce  Department 
to  hosting  seminars  nationwide — to  assist  American  firms  bidding  on  projects 
funded  through  the  multilateral  development  banks. 

Chairman  Brody  will  elaborate  on  our  trade  financing  activities  both  present  and 
future. 

(4)  Helping  Small-  and  Medium-Sized  Businesses 

Many  of  our  efforts  over  the  past  year  have  focused  on  helping  small-  and  me- 
dium-sized companies — an  under-represented  group  in  the  American  exporting  com- 
munity— improve  their  export  performance.  These  efforts  include: 

•  Improvements  to  the  trade  finance  support  available  to  small  business  by  harmo- 
nizing our  working  capital  programs  and  raising  the  limits  on  key  Eximbank  in- 
surance policies  from  $2  to  $3  million; 

•  New  Export  Assistance  Centers  to  provide  services  under  one  roof  for  small  busi- 
nesses seeking  Federal  export  information  and  financing  assistance; 

•  Enhanced  programs  aimed  at  small  business  exporters  in  the  agricultural  and  mi- 
nority business  communities; 

•  Upgrades  to  our  Trade  Information  Center  (1-800-USA-TRADE)  and  a  new  pub- 
licity campaign; 

•  Expanded  dissemination  of  valuable  commercial  information  gathered  by  the  U.S. 
Government; 

•  Implementation  of  new  programs — Destination  ASEAN  and  Export  Mexico — to 
alert  small  business  exporters  to  the  opportunities  in  these  growth  markets;  and 

•  New  strategic  commercial  plans  for  our  embassies,  enhanced  training  for  our  over- 
seas staff,  and  initial  steps  toward  the  creation  of  an  integrated  glooal  export  as- 
sistance network  at  the  Commerce  Department. 

Let  me  for  the  record  elaborate  on  just  a  few  of  these  programs  and  the  companies 
that  they  have  helped. 

Export  Assistance  Centers 

Perhaps  the  program  that  we  are  most  proud  of  is  the  network  of  Export  Assist- 
ance Centers  we  are  establishing  around  the  country.  These  centers,  staffed  by  per- 
sonnel from  Commerce,  Eximbank,  the  SBA,  and  (in  one  location)  AID,  provide  com- 
prehensive export  finance  and  marketing  assistance  under  one  roof  to  small-  and 
medium-sized  companies.  To  date,  we  have  opened  four  centers — in  Miami,  Chicago, 
Baltimore,  and  Long  Beach — and  we  plan  to  open  11  more  during  1995.  Moreover, 
we  plan  to  restructure  our  domestic  network  in  Commerce  to  complement  these  cen- 
ters and  provide  better  access  to  the  American  business  community. 
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Our  Baltimore  center,  open  only  a  few  months,  has  already  produced  tangible  re- 
sults. For  example,  Micros  Systems,  a  manufacturer  of  pomt-of-sales  information 
systems  based  in  Beltsville,  Maryland,  received  trade  finance  guidance  and  pro- 
motional assistance  from  center  staff.  With  such  help,  Micros  has  been  able  to  ex- 
pand its  export  business  and  hire  six  new  workers. 

Similarly,  Aquathin  Corp.,  a  maker  of  water  purification  products  in  Pompano 
Beach,  Florida,  reports  similar  success  following  its  contact  with  the  Miami  Export 
Assistance  Center.  In  fact,  the  company's  founder  expects  increased  exports  as  a  re- 
sult of  his  visit  to  the  center  whicn  should  result  in  the  hiring  of  four  to  five  new 
workers  in  the  next  2  years — a  30  percent  increase  in  the  company's  highly  tech- 
nical workforce. 

The  Trade  Information  Center  (TIC) 

Another  step  we  have  taken  over  the  past  year  to  help  small-  and  medium-sized 
business  is  to  upgrade  the  Trade  Information  Center.  The  TIC,  created  in  1991,  is 
a  nation-wide  toll-free  hotline  (1-800-USA-TRADE)  that  caters  to  small-  and  me- 
dium-sized companies  by  providing  easy,  cost-free  access  to  information  on  Govern- 
ment-wide export  assistance  programs.  Since  its  inception,  the  number  of  businesses 
the  TIC  assists  each  week  has  grown  from  200  to  1,200.  This  increase  is  due,  in 

?art,  to  a  number  of  improvements  we  have  made  in  the  last  year.  Since  September 
993,  we  have  upgraded  the  TIC's  computer  systems  to  disseminate  information 
more  efficiently  to  customers,  linked  the  TIC  electronically  to  other  Federal  agen- 
cies, and  launched  a  publicity  campaign. 

JNS  Foods,  a  Florida-based  wholesale  broker  of  packaged  food  products,  exempli- 
fies the  enormous  impact  that  a  single  phone  call  to  the  TIC  can  nave  on  a  compa- 
ny's export  success.  The  TIC  advised  JNS  on  finding  trade  leads,  market  research 
reports,  and  services  available  at  our  overseas  embassies.  As  a  direct  result  of  infor- 
mation provided  by  the  TIC,  JNS  Foods  exported  approximately  $500,000  in  food 
groducts  last  year;  the  exports  accounted  for  80  percent  of  the  company's  business, 
ecause  of  an  ever-increasing  export  base,  the  company  is  now  projecting  sales  of 
up  to  $2  million  for  this  year. 

Export  Mexico 

In  the  summer  of  1993,  I  announced  the  creation  of  our  "Export  Mexico"  program, 
an  interagency  effort  to  focus  the  Administration's  export  promotion  arsenal  on  our 
fastest  growing  export  market.  In  our  first  annual  report  to  Congress,  we  outlined 
the  program's  Dasic  features  which  include  seminars,  matchmaker  trade  missions, 
trade  finance  support,  counseling,  and  commercial  information  dissemination.  Since 
then,  the  program  has  produced  a  significant  number  of  export  success  stories  for 
small  U.S.  companies. 

For  example,  with  help  from  various  Federal  agencies  and  our  embassy  in  Mexico 
City,  Applied  Geographies,  Inc.,  a  small  Boston-based  company,  secured  a  $500,000 
contract  to  create  a  digital  database  for  a  portion  of  the  water  and  sewer  system 
in  Mexico  City.  According  to  the  company's  President,  "It  is  impossible  to  estimate 
the  importance  of  Federal  assistance  when  dealing  abroad.  .  .  .  For  small  busi- 
nesses like  AGI,  the  Trade  Promotion  Coordinating  Committee's  programs  provide 
such  support  which  gives  us  a  level  of  credibility  that  we  could  not  develop  on  our 
own." 

(5)  Promoting  U.S.  Exports  of  Environmental  Technologies  and  Services 

Over  the  past  year,  we  have  formulated  a  strategy  to  enhance  the  U.S.  share  of 
this  growing  global  market,  which  is  expected  to  exceed  $400  billion  by  the  end  of 
the  decade.  Tne  elements  of  this  strategy  include:  Improving  cooperation  between 
the  U.S.  Government  and  business;  strengthening  technology  development  and  com- 
mercialization abilities  of  the  domestic  industry;  helping  U.S.  business  succeed  in 
the  most  important  markets  of  today,  while  preparing  to  develop  the  large  markets 
of  the  future;  and  coordinating  U.S.  Government  export  programs  and  resources. 
This  strategy  has  already  yielded  results. 

For  example,  the  U.S.  geothermal  companies,  California  Energy  Company,  Inc. 
and  Ormat  Inc.,  recently  completed  a  financing  package  with  the  assistance  of 
Eximbank  and  OPIC  to  build  and  operate  a  geothermal  energy  power  plant  in  the 
Philippines.  This  $225  million  project  is,  according  to  the  CEO  of  California  Energy, 
"a  true  example  of  public  agencies  assisting  and  supporting  companies  overseas  to 
increase  U.S.  exports.  .  .  .  This  has  been  a  'win-win'  project  for  both  countries  and 
their  people.  The  Philippines  receives  reliable,  clean  electricity,  and  the  United 
States  receives  jobs." 

U.S.  Government  support  also  played  an  important  role  in  helping  Metalclad  Cor- 

E oration  of  California  win  a  permit  to  build  and  operate  Mexico's  first  integrated 
azardous  waste  treatment  plant.  The  value  of  this  investment  is  $15  million.  The 
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U.S.  embassy  in  Mexico,  the  Environmental  Protection  Agency,  and  the  Commerce 
Department  provided  extensive  business  counseling  and  advocacy  on  behalf  of  this 
firm  to  obtain  the  permit.  Loans  from  Eximbank  also  made  this  deal  possible. 

Our  second  annual  report  to  Congress,  which  I  submit  to  you  today,  reviews  these 
accomplishments  as  well  as  many  more  steps  we  have  taken  over  the  past  year  to 
implement  the  65  recommendations  we  presented  to  you  last  September.  A  report 
on  the  implementation  of  each  of  these  recommendations  is  provided  in  a  matrix, 
included  as  an  appendix  to  our  report. 

Focusing  on  New  Opportunities 

In  addition,  our  report  identifies  some  new  directions  we  have  begun  to  help  cre- 
ate even  greater  opportunities  for  American  business.  Again,  the  details  are  in  the 
report,  and  I  would  like  to  simply  touch  upon  a  few  highlights  here. 

(1)  Big  Emerging  Markets 

Perhaps  the  most  promising  opportunities  for  U.S.  firms  in  the  next  several  dec- 
ades can  be  found  in  the  Big  Emerging  Markets  (BEM's) — 10  markets  which  are  ex- 
pected to  account  for  over  40  percent  of  total  global  imports  (excluding  intra-EU 
trade)  over  the  next  20  years.  The  BEM's  are:  Mexico,  Argentina,  Brazil,  the  Chi- 
nese Economic  Area,  India,  Indonesia,  South  Korea,  Poland,  Turkey,  and  South  Afri- 
ca. Our  report  documents  the  prospects  for  future  growth  in  these  countries  and  the 
steps  we  are  taking  to  help  American  firms  take  advantage  of  this  growth. 

Because  the  BEM's  hold  such  promise  for  future  U.S.  export  growth,  we  are  devel- 
oping a  long-term  export  strategy  for  each  BEM,  and  an  interagency  team  to  man- 
age it.  Pending  approval  of  funding  and  overseas  staffing,  Commerce  hopes  to  build 
a  special  "U.S.  Commercial  Center"  in  each  BEM  to  help  U.S.  exporters  gain  easy 
access  to  the  full  array  of  Government  export  promotion  and  finance  services.  We 
are  developing  special  bilateral  forums,  such  as  the  U.S. -China  Joint  Commission 
on  Commerce  and  Trade,  through  which  we  hope  to  promote  commercial  coopera- 
tion. 

Travel  by  Cabinet  and  sub-Cabinet  officials  to  the  BEM's  to  develop  stronger  com- 
mercial ties  with  these  countries  and  emphasize  U.S.  export  sales  also  figures 
prominently  in  our  strategy.  Recent  trips  by  Cabinet  officials  to  the  BEM's  have 
yielded  some  impressive  results  for  American  firms.  For  example,  during  a  Presi- 
dential Business  Development  Mission  that  I  led  to  China  in  August  1994  with  a 
delegation  comprised  of  24  CEO's  and  senior  officials  from  the  State  Department, 
Eximbank,  and  the  White  Hous*^  we  presided  over  $6  billion  of  business  deals  in 
such  sectors  as  telecommunications  and  power  generation.  Altogether  the  group 
pressed  for  over  $25  billion  worth  of  projects,  many  of  which  are  expected  to  come 
to  fruition  in  the  months  and  years  ahead.  A  trade  mission  led  by  Secretary  O'Leary 
to  India  in  July  1994  to  promote  sustainable  energy  development  and  trade  was 
similarly  successful.  During  the  trip,  U.S.  businesses  concluded  commercial  deals 
worth  hundreds  of  millions  of  dollars,  including  11  new  private  sector  ventures. 

We  recognize  that  an  export  strategy  that  focuses  solely  on  geography  is  incom- 
plete. Accordingly,  we  have  begun  to  identify  clusters  of  industries  for  special  con- 
sideration in  our  export  promotion  efforts  within  the  BEM's.  I  know  that  this  has 
been  of  special  concern  to  this  Committee,  which  has  mandated  that  we  devise  pri- 
orities for  export  promotion  not  only  in  geographical  regions  but  also  for  industrial 
sectors.  The  list  of  sectors  is  not  static — it  is  an  evolving  one  that  varies  across 
BEM's.  Based  on  future  growth  and  job-creation  prospects,  we  have  selected,  as  a 
start,  six  clusters  of  economic  activity  for  particular  emphasis.  They  are  environ- 
mental technologies,  energy,  transportation,  information  technologies,  financial  serv- 
ices, and  health  technologies.  Of  course,  we  will  continue  to  give  enormous  attention 
to  other  sectors,  too,  such  as  textiles. 

(2)  Other  Geographic  Initiatives 

Traditional  Markets 

The  BEM's  are  not  the  sole  object  of  our  focus  over  the  coming  year.  Large  indus- 
trialized markets  also  offer  excellent  prospects  for  increasing  U.S.  exports.  We  have 
no  intention  of  ignoring  our  traditional  markets — Canada,  Japan,  and  Europe, 
which  still  account  for  over  half  of  our  exports.  Over  the  past  year,  the  Administra- 
tion has  initiated  several  programs  to  help  U.S.  firms  increase  their  sales  to  these 
markets. 

In  Japan,  in  addition  to  pressing  for  continued  market-opening  through  the 
Framework  negotiations,  we  have  augmented  our  traditional  export  promotion  ef- 
forts with  new  initiatives  on  advocacy,  helping  American  firms  take  advantage  of 
Japanese  overseas  development  assistance  opportunities  and  information  tech- 
nologies exports  opportunities. 
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Building  on  our  successes  under  the  U.S.-Canada  Free  Trade  Agreement,  we  have 
moved  quickly  to  alert  American  business  to  the  additional  opportunities  created  bv 
the  NAFTA.  Our  efforts  have  included  a  variety  of  information  seminars,  outreacn 
efforts,  and  trade  events  which  have  reached  close  to  20,000  American  businesses. 

As  Western  Europe  moves  from  recession  to  growth,  American  firms  will  face  new 
opportunities.  To  nelp  take  advantage  of  them,  we  worked  with  Ambassador 
Holbrooke  to  develop  a  pilot  program.  Showcase  Germany,  as  a  model  for  an  ex- 
panded trade  promotion  effort  across  Europe  which  we  will  be  developing  in  1995. 

Economies  in  Transition 

Market  reform  and  the  transition  to  democracy  in  Russia,  the  Newly  Independent 
States,  and  Eastern  Europe,  as  well  as  the  Midme  East  peace  process,  also  offer  tre- 
mendous opportunities  for  our  commercial  efforts  to  complement  the  process  of  polit- 
ical and  economic  change.  Our  report  outlines  the  strategies  we  have  in  place  to  en- 
sure that  the  American  business  community  is  part  of^that  change.  It  also  high- 
lights some  of  the  "success  stories"  arising  out  of  these  strategies  such  as  the  devel- 
opment of  "Sakhalin  II" — a  $10  billion  oil  and  gas  project  that  will  offer  major  op- 
portunities for  U.S.  energy  sector  suppliers — with  tne  support  of  the  Embassy  and 
the  U.S. -Russian  Ombudsmen  for  Energy  and  Commercial  Cooperation. 

(3)  Services 

The  fastest  growing  segment  of  the  U.S.  economy  is  services.  It  includes  banking 
and  insurance,  travel,  entertainment,  wholesale  and  retail  trade,  legal  and  other 
business  services,  information,  telecommunications,  healthcare,  education,  transpor- 
tation, energy  and  environmental  services,  as  well  as  architecture,  construction,  and 
engineering  services.  The  United  States  is  the  world's  leading  producer  and  exporter 
of  services.  Our  exports  of  services  have  increased  markedly  in  recent  years,  from 
almost  $86  billion  in  1987  to  $173  billion  in  1993.  Importantly,  our  $60  billion  sur- 
plus in  private  sector  services  trade  in  1993  offset  over  40  percent  of  the  year's  $132 
billion  goods  trade  deficit.  Yet,  I  believe  our  services  exports  are  only  a  small  frac- 
tion of  tneir  potential. 

Accordingly,  we  have  begun  to  craft  a  strategy  to  help  U.S.  exporters  of  services 
increase  their  sales  abroad.  Elements  of  our  strategy,  which  are  detailed  in  the  re- 
port, include:  Increasing  access  to  foreign  markets;  a  focus  on  traditional  and  new 
maricets  and  key  sectors;  technical  assistance;  better  market  analysis;  and  improved 
interagency  cooperation. 

(4)  Trade  Finance 

We  have,  over  the  past  year,  identified  two  additional  areas  in  trade  finance 
where  Government  actions  may  have  the  potential  to  help  increase  U.S.  exports — 
project  finance  and  untied  aid.  Several  program  enhancements,  outlined  in  the  re- 
port, are  underway.  Chairman  Brodys  testimony  will  elaborate. 

Establishing  a  Unified  Budget  for  Trade  Promotion 

An  important  element  of  our  report,  which  will  be  discussed  in  greater  detail  by 
(Acting)  Director  Rivlin  today,  is  a  unified  trade  promotion  budget  that  permits  com- 
parisons of  trade-promotion  spending  across  agencies,  promotion  activities,  geo- 
graphic regions,  industrial  sectors,  and  P.rm  sizes.  Importantly,  the  report  makes 
three  general  recommendations  for  increased  emphasis  in  shaping  funding  deci- 
sions: 

•  Capitalize  on  opportunities  in  Big  Emerging  Markets; 

•  Provide  sufficient  emphasis  on  sectors  with  the  highest  growth  potential,  includ- 
ing the  services  sectors;  and 

•  Target  resources  that  help  small-  and  medium-sized  business. 

We  have  come  a  long  way  on  this  issue  over  the  past  year;  but  I  believe  we  are 
still  at  the  beginning  of  a  process:  One  of  ensuring  that  all  this  data  and  analysis 
are  put  to  use  in  developing  specific  programmatic  and  funding  recommendations 
for  the  President's  fiscal  year  1996  budget  as  envisioned  by  Congress  when  it  passed 
the  Export  Enhancement  Act. 

The  analysis  presented  in  this  report  will  serve  as  the  basis  for  discussion  of  trade 
promotion  priorities  for  the  development  of  the  President's  fiscal  year  1996  budget, 
further,  the  budget  will  include  a  section  detailing  the  President's  budgetary  rec- 
'ommendations  in  the  area  of  Federal  trade  promotion. 

Conclusion 

That  brings  me  to  my  final  point.  I  think  this  report  documents  something  rare 
in  Government:  We  told  you  a  year  ago  that  we  were  going  to  do  something,  and 
we  did  it.  But  it,  too,  like  our  steps  toward  a  unified  budget,  is  just  a  beginning. 
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We  have  done  a  lot  of  work  to  level  the  playing  field,  whether  it  is  through  advocacy 
or  trade  finance,  to  put  us  on  a  par  with  our  foreign  competitors  like  the  French, 
the  Germans,  and  the  Japanese.  But  these  have  been  incremental  steps.  Our  chal- 
lenge for  the  coming  years  as  we  broaden  and  deepen  our  export  strategy  is  to  come 
up  with  a  plan  that  will  not  just  allow  us  to  meet  the  foreign  competition,  but  to 
leave  them  in  the  dust. 

In  the  coming  months,  mv  TPCC  colleagues  and  I  will  initiate  a  process  to  develop 
what  these  next  steps  could  be — whether  they  include  an  even  harder  look  at  the 
budget,  an  even  bolder  trade  finance  initiative,  a  dramatic  expansion  of  our  tech- 
nical assistance  programs  to  infiuence  the  demand  for  U.S.  products  in  developing 
countries,  or  new  kinds  of  partnerships  with  the  private  sector.  We  will  look  at  what 
they  might  cost  and  the  stakes  involved  in  succeeding  or  failing  to  undertake  them. 
As  he  said  in  the  opening  letter  to  the  report.  President  Clinton  has  charged  the 
TPCC  with  redoubling  its  efTorts  and  thinxing  more  boldly  in  developing  the  next 
phase  of  our  export  promotion  strategy.  We  welcome  your  involvement  in  this  proc- 
ess. 


PREPARED  STATEMENT  OF  AUCE  M.  RIVLIN 

Acting  Director,  Office  of  Management  and  Budget,  Washington,  DC 

October  5,  1994 

Mr.  Chairman,  Members  of  the  Committee,  thank  you  for  the  opportunity  to  tes- 
tify today  about  the  Trade  Promotion  Coordinating  Committee's  1994  annual  report. 
l3ue  to  your  initiative,  the  TPCC  has  addressed  the  allocation  of  Federal  resources 
across  trade  promotion  agencies,  and  has  raised  the  standard  of  analysis  for  meas- 
uring the  benefits  of  Federal  trade  promotion. 

I  want  to  thank  Secretary  Brown,  Chairman  Brody,  and  former  SBA  Adminis- 
trator Bowles  for  their  outstanding  leadership  of  the  TPCC  over  the  past  2  years, 
as  exemplified  by  the  TPCC's  success  in  implementing  last  year's  reconrumendations. 
Their  efTorts  have  advanced  our  understanaing  of  the  role  that  trade  promotion  can 

Slay  in  supporting  U.S.  exporters,  and  spurrea  the  Unified  Federal  Trade  Promotion 
udget  section  of  the  TPCC  annual  report  that  I  will  discuss  today. 

TPCC  Trade  Promotion  Strategy 

This  year's  annual  report  establishes  a  new  strategy  for  allocating  Federal  trade 
promotion  funding.  Under  it,  we  will  tailor  Federal  export  assistance  to  the  needs 
of  U.S.  exporters  in  each  geographic  market  and  product  market.  We  will  take  ad- 
vantage 01  opportunities  arising  around  the  world  while  continuing  to  provide  sup- 
port for  firms  exporting  to  traditional  markets. 

Federal  trade  promotion  efforts  will  have  the  flexibility  to: 

•  Continue  removing  trade  barriers  that  prevent  U.S.  exporters  from  competing 
equally  with  foreign  firms; 

•  Correct  market  failures  that  reduce  the  availability  of  export  credit  for  small-  and 
medium-sized  firms; 

•  Counteract  foreign  export  subsidies  that  place  U.S.  firms  at  a  competitive  dis- 
advantage with  competitor  nations'  firms; 

•  Support  growing  exporter  demands  for  Federal  export  assistance  in  fast-growing 
markets;  and 

•  Increase  outreach  to  assist  new  exporting  firms. 

Further,  by  responding  to  the  needs  of  each  sector,  this  strategy  should  shifl;  ex- 
port assistance  dollars  away  from  firms  that  can  obtain  support  in  the  private  mar- 
ket and  toward  efforts  that  can  make  a  real  difference  in  generating  more  U.S.  ex- 
ports. Of  course,  the  implementation  of  this  strategy  depends  on  a  better  under- 
standing of  where  Federal  trade  promotion  funding  is  now  being  spent  and  to  what 
extent  trade  promotion  generates  more  U.S.  exports. 

Unified  Budget 

Fortunately,  this  year's  TPCC  annual  report  includes — for  the  first  time — a  com- 
prehensive, unified  Federal  trade  promotion  budget  that  details  the  allocation  of 
Federal  trade  promotion  funds.  It  specifies  the  allocation  by  agency  and  by  trade 
promotion  activity  between  fiscal  year  1993  and  fiscal  year  1995.  It  also  disaggre- 
gates trade  promotion  funding  by  geographic  markets,  industrial  sectors,  and  firm 
size. 

This  presentation  not  only  provides  the  most  comprehensive  analysis  of  Federal 
trade  promotion  funding  ever  published,  it  also  highlights  some  interesting  results: 
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•  The  total  Federal  trade  promotion  budget  in  1994  was  over  $3.3  billion,  up  from 
$3.1  billion  in  1993,  and  we  expect  it  to  rise  to  almost  $3.5  billion  in  1995. 

•  While  14  agencies  engaged  in  trade  promotion  activities  during  this  3-year  period, 
they  only  rarely  overlapped  within  each  trade  promotion  activity  that  the  report 
classified. 

•  The  largest  trade  promotion  activities  in  1994  were  for  Combating  Foreign  Export 
Subsidies  ($1.4  billion)  and  Financing  and  Insuring  U.S.  Trade  and  Investment 
($1.3  billion).  Other  activities  that  received  significant  funding  included  Informa- 
tion, Counseling,  and  Export-assistance  Services  ($256  million).  Developing  For- 
eign Markets  through  Direct  Marketing  ($157  million),  and  Negotiating  Open 
Markets  ($139  million). 

•  Geographically,  U.S.  trade  promotion  funding  was  fairly  evenly  spread  across  the 
globe  in  1994;  together,  the  Near  East  and  Sahara  Africa  region,  the  Latin  Amer- 
ican countries,  the  Newly  Independent  States,  and  Asia  accounted  for  74  percent 
of  all  trade  promotion  funding. 

•  About  two-tnirds,  or  $2  billion,  of  all  Federal  trade  promotion  funding  in  1994  was 
directed  at  agriculture.  Other  notable  beneficiaries  included  transportation  ($414 
million),  manufacturing  ($236  million),  and  finance,  insurance,  and  real  estate 
($165  million). 

Performance  Measures 

Once  we  know  how  the  Federal  Government  spends  money  on  trade  promotion, 
we  must  consider  how  that  spending  benefits  the  U.S.  economy  by  generating  more 
U.S.  exports,  high-wage  jobs,  and  sales. 

To  meet  this  challenge,  the  unified  budget  chapter  proposes  the  development  of 
consistent  performance  measures  across  all  trade  promotion  activities  on  which  to 
base  future  resource  allocation  decisions.  Unfortunately,  agencies  do  not  now  have 
the  data  recpiired  to  support  these  performance  measurements.  As  a  result,  the 
0MB  (as  the  implementing  agent  of  tne  Government  Performance  and  Results  Act) 
has  agreed  to  lead  a  TPCC  initiative  over  the  next  2  years  to  complete  the  needed 
analysis. 

Ultimately,  the  performance  measures  that  we  develop  should  measure  the  value- 
added  of  an  additional  dollar  spent  on  a  particular  program.  The  actual  quantifying 
of  these  measures  is  difficult  and  may  never  be  complete.  However,  the  development 
of  these  measures  will  improve  our  understanding  of  how  the  Federal  (Jovemment 
can  best  support  U.S.  exporters  and  enhance  U.S.  economic  health. 

Recommendations 

Drawing  on  the  strategy  established  in  the  report  and  information  in  the  unified 
budget,  the  TPCC  report  also  issues  overall  recommendations  to  make  our  trade 
promotion  more  eflicient  and  successful.  These  recommendations  fall  into  two  broad 
categories:  Obtaining  better  information  on  the  benefits  of  trade  promotion  activi- 
ties; and  identifying  ways  to  increase  trade  promotion  efforts  to  support  fast-grow- 
ing U.S.  export  markets. 

1.  To  enhance  our  information  base,  the  TPCC  has  recommended: 

•  Developing  consistent  trade  promotion  performance  measures  in  order  to  find  the 
most  cost-effective  allocation  of  Federal  resources  across  trade  promotion  activi- 
ties; 

•  Coordinating  and  intensifying  research  efforts  to  measure  the  real  impact  of  U.S. 
trade  promotion  activities  on  exports  and  job  creation;  and 

•  Developing  consistent  and  comprehensive  analyses  of  foreign  trade  promotion  ac- 
tivities. 

The  0MB  will  help  to  coordinate  these  efforts  over  the  coming  year.  By  fulfilling 
these  recommendations,  we  will  better  understand  how  we  can  direct  scarce  trade 
promotion  resources  to  trade  sectors  that  generate  the  highest  return  per  Federal 
dollar. 

2.  In  the  meantime,  the  TPCC  has  taken  the  intermediate  step  of  identifying  sev- 
eral fast-growing  markets  and  sectors  which  promise  to  lead  the  growth  in  future 
U.S.  exports  and,  therefore,  require  additional  market-driven  Federal  export  assist- 
ance efforts.  The  TPCC  believes  that  we  can  make  a  difference  in  the  degree  to 
which  U.S.  exporters  succeed,  if  we: 

•^Provide  export  assistance  support  to  help  exporters  capitalize  on  opportunities  in 
expanding  markets,  including  the  Big  Emerging  Markets  (BEM's)  identified  in  the 
report. 

•  Increase  Federal  efforts  to  support  the  impending  expansion  of  exports  in  certain 
sectors  with  high  potential  export  growth,  such  as  the  services  sector. 
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•  Continue  to  provide  targeted  Federal  funding  to  address  market  failures  in  the 

Brovision  of  export  credit  and  technical  assistance  to  small-  and  medium-sized 
f.S.  firms. 

Budget  Process 

In  the  decisionmaking  process  for  the  President's  fiscal  1996  budget,  the  0MB  will 
consider  these  recommendations  and  the  TPCC  agency  recommendations  in  allocat- 
ing Federal  resources  for  trade  promotion.  To  present  and  explain  these  decisions, 
the  0MB  will  include  a  special  cnapter  in  the  1996  budget,  most  likely  in  the  Ana- 
lytical Perspectives  volume,  to  detail  the  resource  allocation  decisions  that  we  made 
with  respect  to  trade  promotion  funding  and  how  they  relate  to  the  criteria  estab- 
lished in  the  TPCC  annual  report. 

Mr.  Chairman,  Members  ot  the  Committee,  this  concludes  my  testimony.  I  would 
be  happy  to  answer  any  questions  that  you  have. 


PREPARED  STATEMENT  OF  KENNETH  D.  BRODY 

Deputy  Chairman,  Trade  Promotion  Coordinating  Committee,  President  and 
Chairman,  Export-Import  Bank  of  the  United  States,  Washington,  DC 

October  5,  1994 

Mr.  Chairman,  Members  of  the  Committee,  thank  you  for  the  opportunity  to  ap- 
pear before  the  Committee  to  discuss  the  second  annual  report  of  the  Trade  Pro- 
motion Coordinating  Committee  (TPCC).  The  TPCC,  which  was  mandated  by  this 
Committee  under  the  leadership  of  the  Chairman  and  Senator  Sarbanes  in  1992, 
was  created  to  establish,  formulate,  and  coordinate  a  sound  national  export  strategy. 
Your  goal  has  been  accomplished  through  the  serious  commitment  and  hard  work 
of  19  different  agencies. 

At  the  outset,  I  want  to  thank  Secretary  Brown,  as  Chairman  of  the  TPCC  and 
coordinator  of  the  President's  national  export  strategy,  for  his  untiring  efforts  to 
promote  U.S.  exports.  Because  of  his  energetic  and  enthusiastic  leadership  and  ad- 
vocacy, U.S.  exporters  are  realizing  important  new  business  opportunities  in  over- 
seas markets.  I  also  want  to  publicly  tnank  those  individuals  who  participated  in 
the  interagency  working  groups  and,  in  particular,  the  many  employees  at 
Eximbank  who  throughout  the  year  continued  to  spend  countless  hours  on  this 
mammoth  interagency  coordinated  effort. 

The  report  delivered  to  the  Committee  last  year  has  not  gathered  dust.  I  can 
truthfully  say  that  there  has  been  a  real  team  effort  to  turn  words  into  action.  In 
particular,  the  trade  finance  agencies  (Eximbank,  OPIC,  SBA,  and  TDA)  are  work- 
ing hard  to  work  as  one.  We  want  to  ensure  that  U.S.  firms  receive  timely  financing 
so  that  they  win  deals  in  promising  markets.  The  Saudi  aircraft  sale,  the  SIVAM 
project  in  Brazil,  and  the  transactions  for  Russia  signed  last  week  by  OPIC  and 
TDA,  are  but  some  of  the  more  visible  successes  resulting  from  this  teamwork. 

This  Administration  recojgnizes  the  importance  and  opportunity  Congress  pre- 
sented to  it  in  creating  the  TPCC.  U.S.  exports  are  one  of  the  main  engines  driving 
our  economy.  They  are  crucial  for  U.S.  economic  health  and  growth.  Tne  most  im- 
portant task  facing  the  United  States  in  this  decade  is  the  maintenance  and  cre- 
ation of  high-wage  jobs.  Exports  mean  jobs.  Through  our  national  expx)rt  strategy 
and  the  TPCC,  we  have  one  of  the  most  cost-effective  ways  to  produce  economic 
growth  and  jobs. 

For  the  past  2  years,  TPCC  agencies  have  dedicated  considerable  time  and  re- 
sources toward  the  development  of  a  national  export  strategy.  I  believe  we  can  rea- 
sonably say  that  a  solid  foundation  and  framework  have  been  established  that  has 
invoked  a  fundamental  psychological  and  organizational  change  that  will  allow  this 
export  engine  to  gain  and  maintain  a  high  level  of  momentum.  But,  we  need  many 
long-term  and  responsible  drivers,  small  and  large  businesses  alike,  and  the  gas  and 
oil  to  keep  this  engine  tuned  up  and  revved  at  all  times.  The  U.S.  Government  will 
continue  to  work  diligently  to  ensure  major  roadblocks  are  removed,  bumps  in  the 
road  are  smoothed,  and  that  the  rules  of  tne  road  are  obeyed. 

I  remain  committed  to  making  Eximbank  lead  the  way  toward  developing  and  en- 
couraging an  export  mentality  throughout  the  country  and  seeking  new  ways  to  en- 
sure the  Bank's  effective  use  of  U.S.  taxpayer's  dollars. 

Implementation  of  1993  Recommendations 

As  Secretary  Brown  has  explained,  the  1993  TPCC  recommendations  which  were 

E resented  to  you  one  year  ago  have  been  substantially  implemented.  His  testimony 
ighlighted  the  status  of  key  actions.  My  attention  will  focus  on  those  recommenda- 
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tions  and  other  related  actions  in  the  trade  finance  area  that  have  advanced  our 
ability  to  provide  truly  useful  and  competitive  financing  for  all  U.S.  exporters. 

Status  of  TPCC  1993  Key  Recommendations 

Tied  Aid 

Last  year,  in  announcing  the  national  export  strategy.  President  Clinton  reversed 
20  years  of  policy  and  practice  to  direct  that  Eximbank  implement  a  Tied  Aid  policy 
that  called  ibr  an  aggressive  use  of  Tied  Aid  funds  to  counter  Tied  Aid  practices  of 
foreign  competitors.  The  long-run  objective  of  this  policy  is  to  reduce  the  use  of 
trade-distorting  Tied  Aid  by  all  countries. 

But,  until  this  objective  is  achieved,  US.  exporters  cannot  be  placed  at  a  competi- 
tive disadvantage.  We  cannot  let  them  lose  crucial  deals  in  key  markets.  In  our 
view,  the  existence  and  use  of  this  aggressive  policy  is  the  most  euective  way  to  but- 
tress our  OECD  negotiations  initiative.  Helping  U.S.  exporters  win  deals  involving 
Tied  Aid  will  convince  the  rest  of  the  world  that  it  is  not  worth  engaging  in  this 
costly  and  trade-distorting  practice. 

Eximbank's  strategy  consists  of  two  primary  approaches:  An  aggressive  defense 
and  reinforcement  of  OECD  rules  governing  the  last  OECD  arrangement.  Over  the 
past  year,  Eximbank  has  offered  to  counter  Tied  Aid  proposals  on  projects  worth 
over  $500  million.  These  13  proposals  involve  transactions  in  China,  India,  Indo- 
nesia, Tunisia,  and  Turkey.  Moreover,  in  the  last  3V2  months  alone,  Eximbank  has 
addressed  six  Tied  Aid  cases  with  a  combined  export  value  of  $270  million  and  a 
combined  budget  charge  of  $100  million. 

Our  strategy  is  to  match  our  competitors  at  any  step  of  the  procurement  process. 
We  are  not  waiting  for  formal  notifications  to  the  OECD  of  Tied  Aid  ofTers  by  our 
competitors.  The  theory  is  simple:  If  we  keep  the  playing  field  level  at  every  stage 
of  a  project,  U.S.  companies  will  win  where  they  are  offering  more  competitive  prod- 
ucts in  terms  of  quality  and  price. 

It  is  still  too  soon  to  tell  what  effect  this  aggressive  policy  change  is  having  on 
other  countries  Tied  Aid  practices.  So  far,  the  indications  are  promising.  We  do 
know,  however,  that  as  a  result  of  this  policy  we  have  been  able  to  keep  U.S.  firms 
in  the  ball  game  for  key  projects  in  emerging  markets.  I  will  be  happy  to  keep  the 
Committee  informed  of  any  developments. 

Small  Business 

A  central  goal  of  the  1993  report  was  to  make  sure  we  did  everything  to  maximize 
the  chances  for  small-  and  medium-sized  businesses  to  export  goods  and  services. 
The  small  business  sector  represents  a  wealth  of  untapped  potential  exports.  Unfor- 
tunately, larger  companies  still  represent  a  disproportionate  share  of  the  export 
market  relative  to  our  major  foreign  competitors.  To  tap  these  resources,  the  Admin- 
istration has  developed  a  coordinated,  targeted,  and  aggressive  strategy  to  increase 
these  companies  exports. 

In  terms  of  trade  finance,  the  biggest  obstacle  for  small  businesses  is  not  the  lack 
of  Federal  budget  resources  but  the  lack  of  awareness  of  and  access  to  pre-export 
working  capital  guarantees  to  support  the  export  sale  of  goods  and  services.  Small 
and  inexperienced  companies  have  been  faced  with  both  a  general  reluctance  of  com- 
mercial banks  to  provide  export  financing  support  and  confusion  over  the  existence 
of  two  different  working  capital  programs  at  tne  SBA  and  Eximbank. 

As  a  result  of  the  1993  TPCC  recommendations,  one-stop  shops,  U.S.  Export  As- 
sistance Centers,  have  made  it  easier  for  small  firms  to  avail  themselves  of  Govern- 
ment expertise  and  information.  In  addition,  we  have  maximized  the  accessibihty 
and  availability  of  capital  by  harmonizing  the  SBA's  Export  Working  Capital  Pro- 
gram (EWCP)  and  Eximbank's  Working  Capital  Guarantee  Program.  Finally,  we 
have  established  two  pilot  programs  aimed  at  developing  a  secondary  market  in 
small  business  working  capital  loans,  and  we  have  strengthened  private/public  part- 
nerships to  reach  out  to  local  Government  and  private  sector  sources  of  trade. 

1.  U.S.  Export  Assistance  Centers 

Eximbank,  along  with  the  SBA  and  the  Department  of  Commerce,  have  success- 
fully established  four  U.S.  Export  Assistance  Centers  located  in  Baltimore,  Long 
Beach,  Chicago,  and  Miami.  These  centers  were  designed  to  meet  the  specific  needs 
of  the  exporting  community — both  public  and  private — to  ensure  that  export  assist- 
ance is  delivered  at  the  grassroots  level  in  a  form  and  manner  that  is  useful  to  that 
particular  community  and  region.  In  particular,  we  at  Eximbank  focused  on  using 
the  centers  to  deliver  trade  finance  support  to  businesses  that  previously  found  us 
inaccessible. 

In  developing  the  U.S.  Export  Assistance  Centers,  the  participating  agencies  have 
worked  closely  with  the  private  sector  and  have  co-located  with  State  and  local  de- 
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velopment  agencies  to  the  greatest  extent  practicable.  We  anticipate  a  report  card 
on  tne  eflectiveness  of  these  centers  soon  since  joint  evaluation  teams  have  just  re- 
cently returned.  This  evaluation  will  guide  us  as  we  move  forward  in  the  design  and 
establishment  of  the  next  11  regional  U.S.  Export  Assistance  Centers  slated  for  cal- 
endar year  1995. 

2.  Harmonization  of  Eximhank  and  the  SBA's  Working  Capital  Programs 

Eximbank  and  the  SBA  have  successfully  completed  the  streamlining,  simplifica- 
tion, and  harmonization  of  the  two  working  capital  guarantee  programs  into  a  single 
U.S.  Government  Working  Capital  Program.  Pre-export  financing  is  essential  to 
small  businesses  because,  despite  their  creditworthiness,  many  lenders  are  reluctant 
to  make  financing  available  to  them  for  their  pre-export  needs  either  because  they 
have  reached  their  borrowing  credit  limits  or  because  they  do  not  have  the  type  or 
amount  of  collateral  required  by  the  lender.  The  program  can  be  used  by  potential 
exporters  to  purchase  either  finished  products  or  materials,  product  services,  and 
labor  to  produce  goods  or  services  of  export,  to  cover  bid  and  performance  bonds, 
and  to  fund  marketing  activities  if  sufficient  collateral  and  cash  flow  exist. 

In  preparation  for  the  launching  of  this  new  program  on  October  1st,  Eximbank 
and  the  SBA,  along  with  assistance  from  private  sector  organizations,  have  devel- 
oped and  are  currently  sponsoring  workshops  in  13  cities.  The  workshops  explain 
the  new  program  and  otner  export  finance  programs  focusing  on  the  benefits  to 
lenders  and  exporters  alike.  We  also  anticipate  that  a  similar  series  of  workshops 
will  be  ofTered  early  in  1995  so  that  the  scope  of  understanding  and  knowledge  of 
the  program  can  be  broadened  even  further.  Given  the  improvements  already  made 
to  the  basic  program  combined  with  the  extensive  field  network  available  through 
the  SBA  and  the  U.S.  Export  Assistance  Centers,  we  fully  expect  that  this  program 
will  be  well  received  and  that  exporters  and  lenders  previously  unaware  of  the  pro- 
gram will  find  it  both  useful  and  attractive.  We  will,  of  course,  be  closely  monitoring 
me  program  and  deal  with  any  problems  that  arise. 

3.  Secondary  Market 

Another  initiative  has  Leen  to  assist  the  private  sector  in  the  creation  of  a  second- 
ary market  for  small  business  working  capital  export  loans.  For  this  purpose, 
Eximbank  has  engaged  the  assistance  oT  the  Private  Export  Funding  Corporation 
(PEFCO).  PEFCO  is  a  private  sector  corporation  comprised  of  banks,  financial  serv- 
ices corporations,  and  exporters  and  devoted  to  filling  gaps  in  the  export  finance 
market.  PEFCO  has  agreed  to  offer  two  pilot  programs  in  conjunction  with 
Eximbank.  The  first  program  involves  PEFCO  acting  as  an  overline  or  liquidity 
source  for  working  capital  loans  originated  by  private  lenders,  and  in  the  second 
program  PEFCO  will  be  acting  as  a  "lender  oi  last  resort"  to  exporters  who  are  not 
able  to  locate  a  private  sector  lender  willing  to  finance  its  export  working  capital 
needs.  Together,  these  programs  should  accomplish  several  objectives  of  extreme  im- 
portance to  small-  ana  medium-sized  exporters.  They  will  provide  the  necessary 
working  capital  to  produce  goods  and  services  for  export  at  a  reasonable  cost  and 
on  an  equitable  basis  when  tne  private  market  is  either  unwilling  or  unable  to  meet 
this  need.  These  programs  will  also  offer  private  lenders  the  means  to  broaden  and 
deepen  their  funding  capacity.  Over  time,  we  hope  the  volume  of  loans  will  increase 
substantially  to  a  level  where  the  private  sector  will  find  it  financially  attractive 
enough  to  independently  take  it  over. 

Feasibility  Studies 

As  recommended  in  last  year's  report,  responsibility  for  feasibility  studies  was 
transferred  to  the  Trade  Development  Agency  (TDA).  Eximbank,  the  Department  of 
Energy,  and  OPIC  transferred  $3.7  million  in  funding  to  the  TDA,  which  provided 
a  portion  of  the  financial  resources  necessary  to  implement  fully  the  recommenda- 
tion. In  addition,  these  agencies,  along  with  the  Agency  for  International  Develop- 
ment (AID),  meet  regularly  to  discuss  projects  and  what  steps  are  required  to  move 
them  forward.  This  interagency  process  represents  a  "model"  in  that  it  has  elimi- 
nated any  previous  duplication  of  effort  and  has  enabled  the  U.S.  Government  to 
effectively  allocate  limited  resources  on  the  basis  of  need.  It  is  one  of  the  many  nuts 
and  bolts  steps  to  make  the  trade  finance  agencies  act  as  one. 

Multilateral  Development  Banks 

In  the  spring  of  1994,  the  Department  of  Commerce  opened  its  Multilateral  Devel- 
opment Bank  (MDB)  Counseling  Center  that  is  focused  on  providing  guidance  and 
specific  hands-on  assistance  to  U.S.  firms  interested  in  benefiting  from  the  export 
opportunities  in  MDB-funded  projects.  In  addition,  this  office  is  also  charged  with 
the  responsibility  for  timely  notification  of  U.S.  industry  regarding  upcoming  busi- 
ness opportunities  at  the  very  earliest  stages  of  project  development.  The  Eximbank 
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training  program  for  U.S.  Government  domestic  and  overseas  personnel  includes 
specific  information  about  the  MDB  opportunities  and  the  steps  necessary  to  access 
this  httle  known  but  extremely  large  export  market.  However,  this  is  an  area  where 
we  must  do  a  much  better  iob  in  making  sure  that  a  broader  spectrum  of  U.S.  com- 
panies understand  when  these  opportunities  exist  and  how  to  take  advantage  of 
them. 

Advocacy,  Big  Emerging  Markets,  and  Markets  in  Transition 

The  trade  finance  agencies  have  and  will  continue  to  actively  participate  on  the 
Advocacy  Coordinating  Network,  working  closely  with  the  Department  oi  Commerce 
and  the  other  TPCC  agencies  to  ensure  that  appropriate  forms  and  amounts  of  fi- 
nancing support  are  brought  to  bear  on  behalf  oi  key  U.S.  export  sales.  In  addition, 
under  the  Secretary  of  Commerce's  leadership,  we  have  identified  and  are  designing 
action-oriented  export  finance  strategies  aimed  at  the  Big  Emerging  Markets — mar- 
kets which  are  likely  to  account  for  40  percent  of  world  imports  over  the  next  two 
decades. 

1994  TPCC  Export  Finance  Recommendations 

Untied  Aid 

Since  implementation  of  the  new  OECD  guidelines  governing  Tied  Aid  in  1992, 
the  use  of  Tied  Aid  has  dramatically  declined.  Given  the  success  in  this  area,  albeit 
not  complete,  we  need  to  be  sure  that  U.S.  companies  have  a  fair  opportunity  to 
compete  for  projects  being  funded  on  an  untied  basis.  U.S.  exporters  have  expressed 
serious  concern  that  although  many  projects,  particularly  those  funded  by  the  Japa- 
nese, are  officially  untied  under  OECD  rules,  they  are  in  fact  tied  to  Japanese  pro- 
curement. To  ensure  that  untied  aid  projects  are  being  awarded  on  a  competitive 
and  equitable  basis,  the  U.S.  Government,  with  core  responsibility  at  the  Depart- 
ment of  Treasury  and  assistance  from  Commerce,  will  significantly  improve  and  cen- 
tralize the  collection,  evaluation,  and  dissemination  of  information  regarding  untied 
aid  projects,  especially  at  the  project  definition  stage.  In  addition,  U.S.  posts  in  key 
markets,  particularly  Asia,  will  collect  and  report  on  specific  projects  in  key  stages 
of  development  for  the  benefit  of  U.S.  exporters.  This  will  be  further  supported  by 
the  U.S.  Embassy  in  Tokyo  which  will  gather  untied  aid  information  on  Japanese 
donor  funding  and  exchange  this  information  with  Washington  and  with  posts  in 
key  untied  aid  markets,  particularly  Asia. 

Project  Finance 

Over  the  last  several  years,  the  demand  for  project  finance  support  has  substan- 
tially grown.  In  a  project  finance  transaction,  the  U^.  Government  relies  on  the  rev- 
enue stream  of  the  project  itself  and  not  the  guarantee  of  the  host  government  for 
repayment.  TTie  International  Finance  Corporation  has  estimated  that  developing 
nations  are  likely  to  spend  more  than  $200  billion  per  year  during  the  next  5  years 
to  upgrade  their  infrastructure;  half  of  which  will  be  in  the  electric  power  genera- 
tion and  transmission  exports.  Some  other  critical  infrastructure  areas  are  oil  and 
gas,  mining,  and  telecommunications. 

U.S.  companies  are  well  positioned  to  take  advantage  of  this  huge  market.  Our 
companies  are  leaders  in  key  technologies  and  infrastructure  areas.  The  goal  of  the 
1994  TPCC  report  is  to  ensure  that  the  Government  acts  to  enable  U.S.  companies 
to  maximize  these  advantages. 

To  more  effectively  meet  U.S.  companies  needs  in  this  area,  Eximbank  and  OPIC, 
the  two  U.S.  Government  agencies  currently  providing  project  financing,  will  more 
closely  coordinate  the  use  of  U.S.  Government  resources  to  ensure  that  the  most  ef- 
fective and  competitive  financing  structures  are  offered.  In  this  regard,  Eximbank 
recently  created  a  specific  operational  unit  to  evaluate  and  process  project  finance 
cases.  Given  the  complexity  and  level  of  resources  commanded  by  project  cases,  a 
highly  developed  set  of  financial  skills  and  expertise  is  required.  Together  with 
OPIC,  the  U.S.  Government  should  be  poised  to  aggressively  and  cost  effectively 
pursue  these  multimillion  dollar  projects  on  terms  that  are  fully  competitive  with 
our  foreign  government  counterparts.  Project  finance  is  especially  important  in  the 
developing  markets,  particularly  in  emerging  democracies  where  privatization  ef- 
forts are  paramount.  This  Administration  is  dedicated  to  ensuring  that  these  democ- 
racies win  be  allowed  to  develop  to  their  full  potential  and  that  U.S.  businesses  are 
-given  every  opportunity  to  benefit  from  this  process. 

Small  Business 

The  TPCC  is  looking  ahead  to  recommend  in  the  1994  report  ^at  several 
"projects"  be  undertaken  that  should  significantly  broaden  and  enhance  our  knowl- 
edge and  perspective  of  and  programs  related  to  meeting  small  business  export  fi- 
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nance  needs.  First,  we  will  undertake  an  export  finance  survey  of  small  business 
exporters  to  ascertain  the  nature  and  scope  of  specific  export  finance  problems.  In 
addition,  the  Commerce  Department  has  agreed  to  update  the  Exporter  Database 
at  the  Bureau  of  Census  so  that  the  U.S.  Government  can  know  and  understand 
the  profile  of  the  U.S.  exporting  community,  particularly  where  gaps  exist  and  why. 
We  are  also  beginning  to  compile  a  comprehensive  book  of  knowledge  on  small 
business  specific  programs  offered  by  our  public  and  private  foreign  counterparts. 
This  comparative  analysis,  which  should  be  updated  periodically,  will  ensure  that 
our  small  business  community  is  and  will  continue  to  compete  on  equal  footing  with 
foreign  competitors  at  every  stage  of  the  exporting  process. 

Summary 

This  brief  description  of  the  trade  finance  recommendations  and  actions  taken  by 
the  TPCC  thus  far  should  provide  you  with  a  fiavor  of  the  extensive  TPCC  work 
to  date.  Although  we  have  made  much  headway  in  streamlining  and  coordinating 
U.S.  Government  trade  finance  programs,  more  still  can  and  will  be  done  to  maxi- 
mize U.S.  exports.  I  remain  committed  to  doing  my  part  through  the  TPCC  and,  as 
Chairman  of  Eximbank,  in  building  an  export  mentality  throughout  the  United 
States  and  seeking  ways  to  ensure  that  U.S.  taxpayers'  dollars  are  put  to  the  most 
productive  use. 

I  will  be  glad  to  respond  to  any  questions  you  or  the  Committee  have  at  this  time. 


PREPARED  STATEMENT  OF  CASSANDRA  M.  PULLEY 

Member,  Trade  Promotion  Coordinating  Committee, 
Acting  Administrator,  Small  Business  Adminictration,  Washington,  DC 

October  5,  1994 

Mr.  Chairman  and  Members  of  the  Committee,  thank  you  for  inviting  me  to  tes- 
tify on  the  Small  Business  Administration's  (SBA)  role  within  the  Trade  Promotion 
Coordinating  Committee  (TPCC)  and  on  the  SBA's  efforts  to  revitalize  its  export  fi- 
nance program. 

Small  businesses  are  vital  to  the  health  of  the  U.S.  economy.  More  than  99  per- 
cent of  all  businesses  in  the  United  States  are  small  firms,  which  employ  57  percent 
of  America's  private  work  force.  Between  1990  and  2005,  small  firms  are  expected 
to  create  about  66  percent  of  all  new  jobs. 

Exports  accounted  for  70  percent  of  the  growth  in  our  economy  since  1989;  small 
firms  account  for  97  percent  of  establishments  involved  in  direct  merchandise  ex- 
porting. These  small  businesses  employ  more  than  half  the  workers  involved  in  ex- 
porting and  account  for  63  percent  of  the  dollar  value  of  their  exported  products. 

The  conclusion  is  obvious:  America's  economic  growth  depends  heavily  on  exports; 
the  ability  to  create  those  exports  in  the  future  will  depend  heavily  on  small  busi- 
nesses. 

Over  the  past  18  months,  the  Trade  Promotion  Coordinating  Committee  (TPCC) 
has  become  a  focused,  serious  agent  for  change.  While  developing  a  coherent  export 
strategy  for  the  Nation,  it  identified  three  essential  ingredients  small  exporters  need 
to  be  successful:  Access  to  capital;  information  on  export  opportunities;  and  training 
and  assistance  in  structuring  transactions. 

Historically,  the  most  significant  obstacle  to  small  business  exporters  in  putting 
together  a  deal  has  been  the  lack  of  export  financing.  Many  banks  think  smaller 
trade  loans  are  too  risky  and  time-consuming — particularly  for  transactions  under 
$1  million.  Yet,  it  is  precisely  deals  of  that  size  where  small  exporters  need  the  fi- 
nancing. 

In  response  to  last  year's  TPCC  report,  the  SBA  has  taken  several  measures  to 
increase  the  number  of  export  loans  to  small  exporters. 

•  Afl,er  numerous  meetings  and  discussions  with  small  business  exporters  and  SBA- 
related  lending  institutions,  the  SBA  has  established  a  new  export  finance  vehi- 
cle— the  Export  Working  Capital  Program  (EWCP) — to  increase  small  firms'  ac- 
cess to  export  capital.  We  believe  that  this  program  will  reduce  the  risk  ♦o  banks 
of  making  such  a  loan,  simplify  the  paperwork  necessary  to  obtain  an  export  loan, 
and  eventually  make  it  more  profitable  for  the  lenders.  This  should  encourage 
more  banks  to  participate  in  making  export  credit  available  to  small  businesses. 
In  conjunction  with  our  other  loans  available  to  exporters,  this  new  program  will 
make  it  easier  for  many  small  firms  to  obtain  export  financing  and  enter  the  enor- 
mous market  that  awaits  U.S.  exporters  overseas. 
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•  We  have  also  "harmonized"  our  Export  WoAing  Capital  Program  with  Exim- 
bank's  finance  program.  Duplication  has  been  eliminated  and  we  can  now  ofTer 
a  "seamless"  product  to  all  our  customers  as  their  export  financing  needs  increase. 

•  We  are  working  to  develop  export  finance  "intermediaries."  The  SBA's  Certified 
Development  Companies  (CDC's)  and  Small  Business  Development  Centers 
(SBDC  s) — along  with  several  State  and  local  governments — will  review  and  struc- 
ture the  deals  l^fore  they  are  sent  to  the  SBA  and  participating  lenders. 

•  The  SBA  has  also  adopted  Eximbank's  practice  of  providing  preliminary  commit- 
ments (PC's)  to  exporters.  At  the  option  of  a  loan  applicant,  the  SBA  will  review 
the  loan  application  first,  thereby  assuring  both  the  Dorrower  and  the  lender  that 
a  guarantee  is  available  for  the  export  transaction. 

•  We  have  deregulated  our  fee  and  interest  rate  policies.  By  allowing  lenders  to  set 
their  own  fees  and  rates  to  reflect  market  conditions,  participating  lenders  can 
now  expect  a  reasonable  return  on  their  Investment. 

•  We  have  also  developed  a  simplified,  joint  application  form  that  lets  the  exporter 
apply  either  to  the  SBA  or  Eximbank — whichever  agency  better  meets  their  needs. 

In  addition,  legislation  (S.  2060)  approved  in  conference  and  pending  final  action 
will,  if  enacted,  permit  us  to  deliver  a  better  export  loan  program.  Some  of  the  key 
changes  would: 

•  Raise  from  85  to  90  percent  the  maximum  guarantee  coverage  available  to  a  par- 
ticipating lender  for  our  new  Export  Working  Capital  loan;  and 

•  Give  the  SBA  the  authority  to  guarantee  standby  letters  of  credit,  an  increasingly 
common  feature  of  many  export  contracts. 

USEAC's 

The  SBA  is  a  fully  committed  partner  with  the  Department  of  Commerce  and  the 
Export-Import  Bank  at  the  new  U.S.  Export  Assistance  Centers  (USEAC's),  the 
SBA's  principle  delivery  system  for  its  export  programs. 

Four  newly  established  centers  are  already  providing  one-stop  customer  service  in 
Miami,  Baltimore,  Chicago,  and  Long  Beach;  11  more  will  open  before  December 
1995.  A  potential  exporter  can  walk  into  a  center,  get  export  counseling  and  advice, 
apply  for  a  loan,  receive  a  preliminary  commitment  from  the  SBA,  and  then  find 
an  appropriate  lender  for  the  transaction. 

Combining  three  or  more  Federal  agencies  under  one  roof  was  considered  by  some 
critics  an  idea  nothing  short  of  revolutionary.  The  SBA  has  spent  a  great  deal  of 
time  and  effort  over  the  last  year  under  the  direction  of  Irene  Fisher,  who  was  for- 
merly the  head  of  California's  highly  successful  Export  Finance  Office,  to  train  the 
SBA  s  stafi"  assigned  to  the  USEAC's  in  structuring  and  processing  export  loans.  The 
SBA  can  now  boast  of  a  cadre  of  loan  specialists  knowledgeable  in  export  financing. 

We  have  made  progress  since  opening  the  doors  of  the  first  four  USEAC's  last 
January.  The  SBA  guaranteed  a  total  oT  617  export-related  loans  for  $241  million 
in  1992  and  757  such  loans  for  $289  million  in  1993.  In  fiscal  year  1994,  we  made 
1,013  export-related  loans  for  a  total  of  $373  million.  For  1995,  we  have  established 
a  goal  of^making  2,114  export-related  loans. 

Having  trained  our  people  how  to  properly  make  an  export  loan  and  having  armed 
them  with  our  new  Export  Working  Capital  Program,  we  are  confident  we  can 
achieve  this  increase  in  productivity. 

Training 

We  recognize  that  the  successful  operation  of  the  USEAC's  requires  the  proper 
training  of  personnel.  All  USEAC  personnel  have  received  extensive  cross-training 
in  the  programs  of  the  participating  agencies.  This  training  wiU  continue,  as  we  roll 
out  the  next  11  sites  in  1995. 

We  have  also  just  completed  training  for  SBDC's  and  CDC's  who  will  assist  in 
delivering  the  EWC  Program.  In  the  coming  months,  we  will  be  working  with  them 
to  fully  integrate  their  services  into  the  USEAC  system. 

In  addition,  the  SBA  and  Eximbank  recently  began  a  series  of  1-day  seminars  in 
13  cities  to  explain  our  new  programs  to  the  Nation's  commercial  lenders.  These  are 
no-nonsense,  mformation-packea  sessions  which  demonstrate  that  the  EWC  Pro- 
gram can  be  profitable  for  the  banks  and  their  small  business  clients. 

Richmond  Technology  Inc.  of  Redlands,  California,  is  an  example  of  a  company 
ihe  SBA  has  helped  through  our  Long  Beach,  California,  USEAC.  The  company,  a 
packager  of  medical  and  electronic  products,  received  a  co-guarantee  for  $1.5  million 
to  finance  its  post-shipment  receivables  on  sales  of  its  products  in  Europe  and  the 
Middle  East.  This  represents  a  joint  effort  by  the  SBA  and  the  State  of  California's 
Export  Finance  Office  (CEFO)  to  meet  the  needs  of  this  small  business.  CEFO  has 
issued  a  final  commitment  for  the  first  $750,000;  the  SBA  has  issued  a  preliminary 


60 

commitment  for  the  balance.  Richmond  Technology  expects  this  deal  to  increase  its 
exjxjrt  sales  by  25  percent  and  to  create  eight  new  jobs. 

Another  example  of  a  small  business  helped  by  the  USEAC  in  California  is  Pia 
International.  With  counseling  and  assistance  from  the  Long  Beach  USEAC,  Pia 
International,  a  Torrance,  California,  retailer  of  household  accessories,  received  a 
$100,000  working  capital  loan  guarantee  through  a  local  lender  to  expand  its  prod- 
uct line  in  England  and  the  rest  of  Europe.  As  a  result,  the  company  plans  to  create 
three  new  jobs. 

Conclusions 

Despite  hitting  some  rough  spots  while  getting  the  USEAC's  up  and  running,  I 
believe  the  TPCC  partners  are  working  together  constructively  to  provide  a  com- 

Brehensive  set  of  export  services  to  the  business  community.  Mr.  Chairman,  the 
fSEAC's  and  the  new  Export  Working  Capital  Loan  Program  are  tangible  evidence 
that  we  are  responding  to  the  TPCC  manaate.  Through  this  effort  and  those  of  our 
own  field  network,  the  SBA  feels  confident  small  businesses  will  receive  the  kind 
of  assistance  they  need  to  enhance  their  participation  in  the  international  market- 
place, while  they  create  more  jobs  for  the  American  economy. 
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Letter  from  President  Clinton 


One  year  ago  I  announced  the  creation  of  America's  first  National  Export 
Strategy.  I  was  determined  to  make  the  expansion  of  American  sales 
abroad  a  cornerstone  of  our  economic  policy  and  our  foreign  policy. 
Today  I  am  delighted  to  say  that  we  have  a  strategy  in  place  and  that  it  is 
working.  As  a  result,  new  and  better  jobs  are  being  created  throughout 
the  nation.  Communities  have  been  strengthened.  American  firms  — 
big  and  small  —  have  benefited  enormously. 

1  ha\e  long  believed  that  America  has  a  bright  future  in  this  rapidly 
changing  global  economy.  We  are  now  positioning  ourselves  to  compete 
for  new  markets  and  the  jobs  they  will  create  at  home  as  never  before. 
The  implementation  of  the  NAFTA  and  the  passage  of  the  GATT 
legislation  by  Congress  are  critical  to  opening  markets  abroad.  The 
National  Export  Strategy  is  essential  to  make  sure  that  we  do  in  fact  take 
advantage  of  those  openings. 

This  Second  Annual  Report  on  our  National  Export  Strategy  is  an 
important  document,  it  shows  not  only  that  we  can  formulate  policies  but 
that  we  can  deliver  on  them,  too.  Last  year's  Report  recommended  over 
60  actions  that  would  enhance  our  export  performance.  We  have  made 
substantial  progress  on  implementing  virtually  all  of  them. 

Today's  Report  also  contains  important  new  directions  for  the  future.  As 
I  had  hoped,  our  Administration  is  looking  beyond  the  next  few  months, 
and  even  the  next  few  years.  We  are  truly  fashioning  an  export  strategy 
for  the  2 1  st  century. 

1  commend  Secretary  Ronald  Brown  and  the  member  agencies  of  the 
Trade  Promotion  Coordinating  Committee  which  he  chairs  for  their 
tireless  efforts  on  behalf  of  American  exporters.  They  have  made 
tremendous  progress  in  a  short  period  of  time.  I  urge  them  to  redouble 
their  efforts  in  the  future,  and  to  think  boldly  in  developing  the  next  phase 
of  our  export  promotion  strategy. 

We  are  at  the  beginning  of  a  new  era  of  fierce  commercial  competition  in 
the  global  marketplace,  and  I  am  determined  that  we  as  a  nation  fulfill  our 
enormous  potential. 


William  J.  Clinton 
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Letter  from  Secretary  Brown 


Dear  Mr.  President  and  Mr.  Speaker: 

It  is  my  pleasure  to  transmit  the  Second  Annual  Report  on  our  National 
Export  Strategy.  Exports  have  become  one  of  our  most  important  job- 
creating  programs,  putting  trade  at  the  center  of  our  priorities  at  home  and 
abroad.  As  a  result,  since  the  last  Report,  and  under  the  leadership  of 
President  Clinton  and  Vice  President  Gore,  my  colleagues  and  I  in  the 
Trade  Promotion  Coordinating  Committee  have  relentlessly  pursued 
efforts  to  expand  the  U.S.  presence  in  world  markets. 

It  has  been  a  busy  and  successftil  year. 

The  NAFTA  was  passed,  leading  to  new  markets  to  our  North  and  our 
South.  Six-month  figures  as  of  June  30,  1994,  indicate  U.S.  exports  to 
Mexico  are  up  almost  1 7  percent  and  those  to  Canada  are  up  nine  percent. 

At  President  Clinton's  invitation,  the  14  leaders  of  the  Asia-Pacific 
region  came  to  Seattle  last  fall  to  begin  a  new  era  of  trade  cooperation 
under  the  auspices  of  the  APEC.  The  Asia-Pacific  region  includes  the 
fastest  growing  regions  of  the  globe  and  will  be  providing  massive 
opportunities  for  American  exporters. 

Under  Ambassador  Kantor's  direction,  the  United  States  successfully 
concluded  the  global  trade  negotiations  known  as  the  Uruguay  Round, 
the  most  far-reaching  trade-liberalizing  agreement  in  history.  This 
agreement  will  provide,  over  the  next  five  years,  the  equivalent  of  a  tax 
reduction  (through  tariff  cuts)  of  $1 1  billion  and  an  estimated  job  increase 
of  about  500,000. 

Trade  and  investment  moved  to  the  very  top  of  our  agenda  with  the  former 
Soviet  Union  and  is  now  crucial  to  prospects  for  peace  in  the  Middle  East 
and  stability  in  South  Africa. 

Our  trade  relations  with  China  —  the  largest  potential  new  market  in  the 
world  —  were  normalized  and  placed  on  a  footing  equivalent  to  those  of 
other  major  trading  partners. 

There  remain  some  difficult  issues,  of  course  —  such  as  the  need  to 
conclude  genuine  market  opening  agreements  with  Japan  —  but  we  will 
continue  to  press  ahead  on  behalf  of  U.S.  commercial  interests  and  job 
creation  in  the  United  States. 
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Letter  from  Secretary  Brown 


None  of  these  events  or  agreements  are  ends  in  themselves.  They  simply 
provide  our  firms  the  opportunity  to  compete  with  others  for  foreign 
markets  and  the  American  jobs  that  follow. 

The  competition  is  fierce.  Japanese  companies  are  moving  aggressively 
into  East  Asia,  the  world's  most  dynamic  and  fastest  growing  region. 
Germany,  France,  and  the  United  Kingdom  are  mounting  renewed 
export  otTensives.  Countries  from  Brazil  to  South  Korea  and  Taiwan  are 
entering  the  world  market  as  never  before.  However,  Americans  have 
never  shied  away  from  competition.  American  firms  have  the  products, 
the  technology,  the  quality,  and  the  on-time  delivery  to  compete.  We 
need  to  make  sure  they  have  the  opportunity  to  do  so. 


Projected  Growth  in  World  Imports  (Excluding  U.S.) 
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1    see    the    future    holding    extraordinary 

opportunities    for    American    firms    and 

workers.  By  the  year  2010,  world  imports  of 

our  trading  partners  are  expected  to  exceed 

$5  trillion — an    increase,  in  real  terms,  of 

more  than  $2  trillion  over  today's  level. 

Some  4  billion  new  consumers  will  require 

the  kinds  of  products  the  United  States  can 

"■       supply.     As  I  indicated  in  our  report  on 

America's  competitive  standing  in  the  world 

economy  issued  last  month,  many  American 

zno         2010  firms,  having  made  dramatic  changes  in  their 

organization,   level  of  quality,  and  price 

structure,  are  competing  more  effectively 

than  ever.  They  will  profit  from  an  economic 

climate  at  home  characterized  by  steady  growth,  low    inflation,  and 

increasing  investment.     They  will  have  the  benefit  of  far-reaching 

policies  established  by  the  Administration  to  reduce  our  deficits, 

increase  our  investments  in  technology,  and  build  a  work  force  which 

will  be  ready  for  the  competitive  challenges  of  the  21st  century. 

The  National  Export  Su^tegy  is  a  critical  component  of  this 
Administration's  competitiveness  agenda,  in  our  1993  Report,  we 
detailed  over  60  action  recommendations  which,  if  taken,  would 
constitute  our  nation's  first  comprehensive  export  strategy.  The  Report 
was  deliberately  called,  '"Toward A  National  Export  Strategy"  (italics 
added).  It  is  my  pleasure  to  say  that  we  have  made  considerable  progress 
on  virtually  all  of  the  recommendations.  We  can  now  say  that  we  /lavea 
strategy  and  that  it  is  in  fiill  force.  This  current  Report,  therefore,  both 
summarizes  what  we  have  accomplished  and  points  to  important  new 
strategic  directions  for  the  future. 


Latter  from  Secretary  Brown 
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I  am  particular!)  proud  of  our  advocacy  of  U.S.  companies  abroad, 
especially  in  their  competition  for  foreign  governmental  procurement. 
We  pledged  at  the  outset  of  this  Administration  to  give  our  companies  the 
same  level  of  support  that  our  competitor  nations  have  traditionally 
given  their  companies.  And  we  have.  This  Administration's  efforts  have 
already  assisted  American  firms  with  70  major  conu^cts  amounting  to 
over  $17  billion  in  U.S.  exports,  including:  a  multi-billion  dollar  Saudi 
Arabian  telecommunications  procurement;  a  major  contract  to  build  an 
Indonesian  power  plant;  and  a  variety  of  contracts  in  China  worth  several 
billion  dollars. 

We  have  made  enormous  progress  in  other  areas,  as  well.  The  system  of 
export  licensing  which  had  been  inhibiting  U.S.  firms  from  selling 
abroad  has  been  streamlined  and  outmoded  controls  have  been 
eliminated.  We  have  been  extremely  aggressive  in  providing  loans  and 
financial  guarantees  to  U.S.  exporters.  Our  network  of  offices  around  the 
United  States  devoted  to  trade  promotion  has  been  reorganized  and 
expanded.  Our  links  to  state  and  local  export  promotion  efforts  have 
been  more  fiilly  developed.  Our  partnership  with  the  private  sector  has 
deepened.  We  have  made  a  start  at  creating  a  unified  Federal  budget  for 
trade  promotion. 

Among  our  most  important  achievements  is  the  expansion  of  export 
consciousness  throughout  the  government  and  the  teamwork  within  the 
19  agencies  of  the  Trade  Promotion  Coordinating  Committee.  In  the 
past,  many  Administrations  have  considered  exporting  to  be  a  sideshow 
to  other  aspects  of  trade  policy;  today  it  is  at  the  center.  In  the  past. 
Federal  export  promotion  policies  were  compared  to  a  tangled  ball  of 
yam,  with  overiap  and  duplication;  this,  too,  has  radically  changed. 

In  this  Report,  moreover,  we  are  also  presenting  some  new  directions  for 
our  National  Export  Strategy.  Regarding  country'  strategies,  for 
example,  we  will  be  focusing  on  Big  Emerging  Markets,  10  countries 
which  could  account  for  very  dramatic  increases  in  American  sales  over 
the  next  several  years.  In  terms  of  industries,  we  will  mount  an  intensive 
drive  to  promote  the  service  sectors  of  our  economy  —  from  construction 
to  accounting  —  where  we  are  extremely  competitive,  as  demonstrated 
by  our  growing  trade  surplus  in  these  areas.  Third,  we  will  be  enhancing 
our  programs  in  such  areas  as  project  finance  and  untied  aid. 
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Letter  from  Secretary  Brown 


At  the  core  of  our  interagency  efforts  and  accomplishments  have  been  the 
special  relationship  the  Department  of  Commerce  and  I  have  built  with 
Kenneth  Brod\,  Chairman  of  the  Export-Import  Bank;  Ruth  Harkin, 
President  of  the  Overseas  Private  Investment  Corporation;  Erskine 
Bowles,  Administrator  of  the  Small  Business  Administration;  and  Joe 
Grandmaison,  Director  of  the  Trade  and  Development  Agency.  We  have 
also  received  extensive  support  from  the  National  Security  Council,  the 
National  Economic  Council,  and  a  large  number  of  cabinet  agencies, 
including  the  Departmenu  of  State,  Treasury,  Energy,  Defense  and 
Agriculture.  I  would  also  like  to  express  appreciation  to  members  and 
staff  of  the  Senate  Banking  Committee  and  the  House  Foreign  Affairs 
Comminee  for  their  advice  and  support  throughout  the  year. 

Growth  In  U.S.  Exports  of  Goods  and  Services:  1986-1993  ,      ^  ,  ,,  .  i      _u     . 

Last  year  I  went  to  great  lengths  to 
describe  the  importance  of  exports  to 
the  American  economy  and  to  job 
creation.  The  message  is  more 
important  as  every  day  goes  by. 
Between  1 986  and  1993,  for  example, 
nearly  40  percent  of  the  growth  of  the 
nation's  Gross  Domestic  Product 
resulted  from  U.S.  exports  of  goods 
and  services.  Between  1986  and 
1992,  the  number  of  jobs  associated 
with  exports  rose  from  6.7  million  to 
over  10  million.  Moreover,  jobs 
supported  by  goods  exports  paid  13 
percent  more  than  the  average  wage. 

During  the  past  12  months,  U.S.  sales  abroad  have  continued  to  grow  — 
from  $629  billion  to  approximately  $659  billion,  despite  recessions  in  our 
traditional  markets  in  Europe  and  Japan.  But,  with  NAFTA  in  place, 
exports  to  Canada  and  Mexico  boomed,  as  they  did  to  East  Asia  and  to 
Latin  America.  In  addition,  with  economic  growth  expanding  in  the 
advanced  industrialized  economies,  we  can  look  forward  to  a  stronger 
export  performance  for  1995. 
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Letter  from  Secretary  Brown 


Total  U.S.  Exports  of  Goods  and  Services 


M«tft.S% 


Source     Oepl   al  Cvntnerx  "T* 


One  year  ago  I  stated  a  goal.  I  said  that  we  were 
aiming  to  increase  our  exports  of  goods  and 
^  services  from  more  than  $640  billion  in  1993  to 

^  over  $  1  trillion  by  the  year  2000,  supporting  over 

6  million  new  jobs.  We  are  well  on  track.  In  fact, 
we  believe  we  should  set  an  even  more 
ambitious  objective  of  $1.2  trillion.  The 
increasing  competitiveness  of  American  firms 
and  the  partnership  that  has  been  formed 
between  government  and  business  to  expand 
exports  gives  me  confidence  that  we  will  exceed 
our  original  targets  if  we  continue  the  intensive 
efforts  we  began  this  year  —  as  we  must. 

As  always,  1  solicit  your  thoughts  and  suggestions  as  to  how  we  can  do 
more,  and  what  we  can  do  better,  to  win  foreign  markets  and  create  more 
better  paying  jobs  for  the  American  people. 


Ronald  H.  Brown 
Secretary  of  Commerce 
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Executive  Summary 


"I  have  wanted  to  have  a  new  export 
strategy  that  would  galvanize  the 

energy,  the  imagination,  of  the 

American  private  sector.. .to  create 

jobs  for  Americans,  to  increase 

incomes  for  Americans,  and  to 

create  the  future  economy." 

-  President  Clinton 


Last  year,  in  our  First  Annual  Report  to  Congress,  the  19  member 
agencies  of  the  Trade  Promotion  Coordinating  Committee  (TPCC) 
outlined  65  recommendations  which  constituted  first  steps  "Toward  a 
National  Export  Strategy."  This  year,  we  are  pleased  to  report  on  our 
progress  both  in  implementing  those  recommendations  and  developing 
new  strategic  directions  for  our  national  export 
promotion  efforts.  We  can  now  say  that,  in  fact,  we  have 
a  National  Export  Strategy,  and  that  it  is  in  full  force. 
Over  the  past  year,  despite  recessions  in  the  economies 
of  a  number  of  our  trading  partners,  American  exports 
continued  to  grow,  to  approximately  $659  billion.  We 
believe  our  goal  —  to  increase  U.S.  exports  to  over  $1 
trillion  by  the  year  2000  —  with  the  accompanying 
increase  in  American  jobs  —  is  well  in  hand  and  can  be 
increased.  This  Report  outlines  our  ongoing  efforts,  in 
close  partnership  with  the  private  sector,  state  and  local 
entities,  and  Congress,  to  ensure  continued  export  growth. 


'The  TPCC  has  a  mandate  to  repre- 
sent American  business  and  promote 
our  opportunities  overseas.  The  team 
approach,  so  successful  in  American 
business,  is  also  reaping  big  benefits 
in  expanding  trade  for  American  com- 
panies abroad. " 

Bob  Eaton,  Chairman, 
Chrysler  Corporaton 


Implementing  the  65 
Recommendations  of  the  1993  Report 

The  first  section  of  our  Report  divides  the  65  recommendations  into 
major  categories  which  reflect  the  themes  that  are  at  the  heart  of  our 
export  promotion  efforts.  A  matrix  indicating  the  status  of 
implementation  of  each  recommendation  is  included  as  an  Appendix. 

Supporting  U.S.  Bidders  in  Global  Competitions 

Recognizing  the  fierce  competition  for  procurements  by  foreign 
countries,  the  Administration  has  over  the  past  year  launched  an 
aggressive  advocacy  strategy  to  support  U.S.  firms.  While  the  actual 
competitions  have  been  fought  and  won  by  our  private  sector, 
government  support  —  whether  through  visits  and  letters  from  senior 
officials  or  financing  packages  designed  to  meet  those  offered  by 
competitor  nations  —  has  helped  American  firms  win  over  70  major 
projects  during  the  past  year  accounting  for  well  over  $  1 7  billion  in  U.S. 
exports  and  275,000  jobs.  Success  stories  undertaken  in  partnership 
with  American  business  include  major  aircraft  and  telecommunications 
contracts  in  Saudi  Arabia,  power  and  energy  projects  throughout  Asia, 
the  SIVAM  environmental  project  in  Brazil,  and  billions  of  dollars  in 
new  business  in  China's  energy  and  telecommunications  sectors. 
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Executive  Summary 


The  export  assistance  programs  of 
the  TPCC  demonstrate  that  govern- 
ment and  business  can  work 
together  for  the  benefff  of  bofh  " 


George  M  C  Fisher 
Chairman  President  and 
CEO.  Eastman  Kodak  Co. 


'The  need  for  the  United  States  to 
have  a  coherent  strategy  to  support 
the  export  of  goods  and  services  by 
its  industrial  base  has  never  been 
more  compelling.  To  be  competitive 
in  this  global  economy,  Amencan  in- 
dustry looks  to  the  government  for 
advocacy  informatkyn,  guidance,  a 
rr>eaningful  trade  financing  program, 
and  a  level  playing  field.  ° 

Noiman  Augustine. 
Chainnan  and  CEO. 
Martin  Marietta  Corp 


Actions  we  have  taken  to  support  these  efforts  have  included  the  creation 
of  a  1 7  agency  Advocacy  Coordinating  Network  to  ensure  cooperation 
across  the  U.S.  government  in  support  of  American  firms;  the 
establishment  of  an  Advocacy  Center  in  the  Department  of  Commerce  to 
track  systematically  over  160  major  foreign  projects;  and  frequent  and 
unprecedented  intervention  on  behalf  of  American  companies  by  senior 
Administration  officials,  including  the  President. 

Improving  Trade  Finance 

The  private  sector  stresses  repeatedly  that  the  availability  and 
competitiveness  of  trade  finance  are  critical  to  export  success.  Over  the 
past  year,  the  Export-Import  Bank  of  the  United  States  (Ex-Im  Bank),  the 
Overseas  Private  Investment  Corjwration  (OPIC),  the  Trade  and 
Development  Agency  (TDA),  the  Small  Business  Administration  (SBA), 
and  the  Treasury  and  Commerce  Departments  have  spearheaded 
Administration  etTorts  to  develop  a  new,  forward-looking  trade  finance 
strategy  to  help  American  firms.  Key  elements  include: 

•  Establishing  a  Tied  Aid  Capital  Projects  Fund  at  Ex-lm  Bank  to 
counter  and  eliminate  the  use  of  foreign  tied  aid  credits.  Over  the 
past  year,  the  bank  has  acted  to  match  foreign  credit  offers  on  projects 
worth  over  $500  million  in  U.S.  exports. 

•  Improving  our  cooperation  with  state  and  local  entities  to  increase 
the  access  of  businesses  to  trade  finance  through  vehicles  such  as 
Ex-Im  Bank's  City/State  Program  and  SBA's  co-guarantee  arrange- 
ment with  the  State  of  Califonnia. 

•  Developing  new  partnerships  with  the  private  sector,  including  the 
Lender  Education  Program  put  together  by  Ex-lm  Bank  and  SBA 
and  Ex-lm  Bank's  efforts  in  conjunction  with  the  Private  Export  Fund- 
ing Corporation  to  create  a  secondary  market  to  facilitate  additional 
export  loans. 

•  Taking  steps  —  from  creating  an  information  center  at  the  Com- 
merce Department  to  hosting  seminars  nationwide  —  to  assist  Ameri- 
can firms  bidding  on  projects  funded  through  the  multilateral 
development  banks. 
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Removing  Obstacles  to  Exporting 

A  third  major  area  of  activitv  over  the  past  year  has  been  removing 
government-imposed  impediments  to  exporting.  Efforts  have  centered 
on  three  fronts. 


Value  of  Goods  Requiring  Export  Licenses 
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'The  Administration  deserves 
tremendous  credit  for  listening  to 
industry  needs  and  truly  finding  ttie 
right  balance  t)etween  U.S.  economic 
security  and  military  security  in 
determining  export  policy ' 

Robert  B.  Palmer.  President 
and  Chief  Executive.  Digital 
Equipment  Corporation 


Export  Controls:  We  have 
made  major  progress  in  elimi- 
nating unnecessary'  and  inef- 
fective export  controls  and 
streamlining  the  licensing 
process.  Over  the  past  year, 
we  reduced  the  value  of 
goods  requiring  prior  export 
authorization  by  over  $32 
billion  by: 

•  Liberalizing  controls  across 
a  wide  range  of  high  technol- 
ogy products,  in  some  cases 
■    •  exceeding  the  goals  we  set  last 

year.  With  few  exceptions, 
computer  exports  only  need  prior  authorization  if  the  performance  is 
above  1000  MTOPS  (million  theoretical  operations  per  second  —  a 
measure  of  performance).  We  have  raised  the  supercomputer  thresh- 
old from  195  to  1 500  enroute  to  our  goal  of  2000  MTOPS.  We  have 
also  eliminated  the  need  for  prior  authorization  for  most  exports  of 
telecommunications  equipment. 

•  Streamlining  the  export  licensing  process,  which  has  resulted  in  a 
reduction  in  the  number  of  licenses  required  (from  25,000  in  1993  to 
1 5,000  expected  in  1 994)  and  the  time  we  take  to  process  licenses  by 
as  much  as  25  percent. 

•  Introducing  procedural  improvements,  including  better  communica- 
tion with  the  private  sector,  simplified  regulations,  and  improved 
interagency  coordination. 

•  Increasing  the  effectiveness  of  multilateral  control  regimes  to  reduce 
the  need  for  unilateral  controls. 
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E«tlin*ted  Volume  of  1M3  U.S.  Exports  Affected  by  Foreign  Technlcel  Requlrementi 
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Product  Standards:  Each  year  billions  of  dollars  of  our  exports  face 
barriers  posed  by  foreign  standards.  Over  the  past  year,  we  have  taken  a 
number  of  steps  to  reduce  burdensome  regulatory  requirements  overseas 
through: 

•  Promoting  the  acceptance  of  U.S.  standards,  certification,  and  regu- 
latory requirements. 

•  Enhancing  government  participation  in  international  standards  ac- 
tivities. 

•  Increasing  our  support  for  private  sector  standards  activities. 

•  Developing  new  initiatives  in  areas  ranging  from  food  and  drug  cer- 
tification to  negotiations  to  ensure  mutual  recognition  of  standards 
and  testing  activities. 

Anti-Bribery  Initiative:  Consistent  with  our  own  Foreign  Corrupt 
Practices  Act,  we  are  taking  steps  to  prevent  foreign  companies  from 
bribing  officials  of  foreign  countries  to  obtain  or  retain  business.  This 
year  we  convinced  the  Organization  for  Economic  Cooperation  and 
Development  to  adopt  an  anti-bribery  initiative.  We  plan  to  follow  up  in 
that  forum  as  well  as  pursue  efforts  in  the  United  Nations,  the  World 
Trade  Organization,  and  with  various  private  sector  groups. 
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•I  know  first  hand  that  the  U.S. 
Export  AssistarKe  Certter  in  Balti- 
more is  doing  an  outstanding  job 
in  helping  small-  and  medium-sized 
Maryland  companies  compete  in 
foreign  markets  and  create  jobs  for 
Mar/land  workers. " 

us  Senator  Paul  Sarbanes 
Maryland 


Helping  Small-  and  Medium-Sized  Businesses 

We  have  focused  much  of  our  effort  this  past  year  on  ways  to  help  small- 
and  medium-sized  firms,  an  under-represented  group  in  the  American 
export  community,  improve  their  export  performance.  We  have: 

•  Improved  the  trade  finance  support  available  to  small  business  by 
harmonizing  the  working  capital  programs  of  the  Ex-Im  Bank  and 
SBA  and  raising  the  limits  on  key  Ex-Im  Bank  insurance  policies 
from  $2  to  $3  million. 

•  Opened  Export  Assistance  Centers  in  Baltimore,  Chicago,  Miami 
and  Long  Beach  (Calif.)  to  provide  "one-stop  shopping"  for  small 
businesses  seeking  Federal  export  information  and  financing  assis- 
tance. We  have  identified  locations  for  1 1  more  centers  to  open  in 
1995  and  have  begun  a  major  overhaul  of  the  Commerce  Department's 
domestic  field  network  to  bring  our  services  closer  to  our  clients. 

•  Enhanced  our  programs  aimed  at  small  business  exporters  in  the  ag- 
ricultural and  minority  business  communities. 

•  Improved  the  operations  of  our  Trade  Information  Center  (1-800- 
USA-TRADE),  broadened  our  electronic  dissemination  of  trade  in- 
formation, and  taken  steps  to  turn  over  to  private  sector  management 
dozens  of  trade  shows  formerly  run  by  the  U.S.  government. 

•  Implemented  new  programs  —  Destination  ASEAN  and  Export 
Mexico  —  to  alert  small  business  exporters  to  the  opportunities  in 
these  growth  markets. 

•  Upgraded  the  assistance  we  provide  American  business  overseas  by 
developing  strategic  commercial  plans  for  our  embassies,  replacing 
duplicative  publications  with  one  easy-to-use  country  commercial 
guide,  and  enhancing  the  training  of  our  staff. 

•  Initiated  efforts  to  unify  the  domestic  and  overseas  export  assistance 
staff  within  the  Department  of  Commerce,  setting  the  stage  for  a 
unified  Commercial  Service  of  the  United  States  of  America. 


'Although  my  small  business  has  been  invotved  in  expoi&tg  in  high- 
tech  products  for  a  number  of  years,  I  now  can  be  optimistic  about 
our  nation's  economic  future  because  of  the  focus  that  has  been 
placed  on  exporting.  We  must  continue  to  take  aggressive  adion 
because  of  our  nation's  economk:  well-being  depends  upon  it,  and 
the  National  Export  Strategy  defines  the  way  to  unify  and  mobilize 
all  of  the  nation's  resources  that  are  eiready  active  in  ffjis  area.' 

Susan  Corrales-Oiaz, 
President  Systems  Integrated 


11 


74 


E»9CUltV9  Summary 


"World  markets  for  environmental 
technologies  are  expected  to  exceed 
$400  billion  per  year  by  the  end  of  the 
decade.  Japan,  Germany  and  other 
countries  are  making  determined 
commitments  to  capture  those  mar- 
kets. America  must  not  be  left  out; 
we  must  move  aggressively." 

-  Vice  President  Al  Gore 


Promoting  U.S.  Exports  of  Environmental 
Technologies  and  Services 

We  have,  over  the  past  year,  formulated  a  strategy  to 
enhance  the  U.S.  share  of  this  growing  global  market, 
v\hich  is  expected  to  exceed  $400  billion  by  the  end  of 
the  decade.  Our  plan  includes: 


'    llMIUIWIiUli  I    .lilii"'    '   '-"  -J"    -"■-'-^■^"'■L"-— ** 


•  Increased  financing  for  environmental  projects  from 
Ex-lm  Bank,  OPIC,  and  TDA. 

•  Expanded  training  by  the  Environmental  Protection 
Agency  and  the  Department  of  Commerce  for  public 
and  private  sector  officials  in  key  developing  country 
markets. 

•  Improved  cooperation  in  technology  development, 
commercialization  and  standards  activities  in  Mexico. 

•  identification  of  key  markets  —  Mexico,  Chile/Argentina,  the  Chi- 
nese Economic  Area  (People's  Republic,  Hong  Kong  and  Taiwan). 
Poland'Czech  Republic  and  South  Korea  —  where  government  as- 
sistance to  U.S.  firms  can  secure  high,  immediate  returns. 

•  Enhanced  cooperation  with  the  private  sector  through  new  advisory 
committees  and  communications  efforts. 

Focusing  on  New  Opportunities 

In  addition  to  implementing  the  recommendations  in  last  year's  Report, 
we  have  since  September  1 993  launched  a  number  of  new  programs. 
Consistent  with  the  Export  Enhancement  Act's  mandate,  these  efforts 
focus  on  countries,  regions,  and  sectors  which  hold  great  opportunities 
for  American  exporters. 


Protected  Global  Import  Growtli  l>y  Region,  Excluding  U.S.,  1990-2010 
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The  Big  Emerging  Markets  (BEMs) 

Ten  countries  —  Mexico,  Argentina,  Brazil, 
the  Chinese  Economic  Area,  India,  Indone- 
sia, South  Korea,  Poland,  Turkey,  and  South 
Africa  —  are  expected  to  account  for  over 
40  percent  of  total  global  imports  over  the 
next  20  years.  These  counuies  are 
geographically  large,  have  significant  popu- 
lations, are  groviang  very  rapidly,  and 
represent  major  markets  for  a  wide  range  of 
products.  In  short,  they  offer  major 
opportunities  for  American  exporters.   We 
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have,  over  the  past  year,  begun  to  develop  a  framework  for  improving 
our  future  competitive  position  in  these  markets  through: 

•  Establishing  bilateral  forums  —  such  as  our  Joint  Commission  on 
Commerce  and  Trade  with  China  and  the  South  African  Business 
Development  Committee  —  to  discuss  commercial  cooperation. 

•  Opening  new,  free-standing  "U.S.  Commercial  Centers,"  such  as 
we  have  in  Sao  Paulo,  Brazil,  to  provide  U.S.  exporters  easy  access 
to  the  ftill  array  of  government  export  promotion  and  financial  ser- 
vices. 

•  Expanding  Cabinet  and  sub-Cabinet  travel  to  these  markets  to 
strengthen  commercial  ties. 

•  Crafting  long-term  export  strategies  foreach  country,  to  be  directed 
by  interagency  teams. 

We  have  also  initially  identified  six  high  priority  clusters  of  industries 
for  special  consideration  in  our  export  promotion  efforts  in  the  BEMs. 
Based  on  fiiture  growth  and  job-creation  prospects,  these  sectors  include 
environmental  technologies,  information  technologies,  energy  tech- 
nologies, transportation  technologies,  health  technologies,  and  financial 
services. 

The  Regions  of  Latin  America  and  Asia-Pacific 

in  addition  to  emphasizing  BEMs,  we  are  giving  increased  attention  to 
regional  strategies  for  Latin  America  and  Asia. 


Growth  in  U.S.  Exports  to  Latin  America  and  Asia-Pacific  Regions 
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e  With  a  boost  fi-om  the  North  American 
Free  Trade  Agreement  fNAFTA)  and 
continued  economic  restructuring  and 
trade  liberalization,  U.S.  exports  to 
Latin  America  are  growing  at  a  rate 
twice  that  of  our  exports  to  the  rest  of 
the  world.  We  have  launched  an  ag- 
gressive program  to  help  American 
firms  take  advantage  of  the  high  growth 
and  geographic  proximity  of  this  mar- 
ket through  expanded  trade  missions; 
new  public/private  partnerships  such  as 
the  Market  Development  Cooperator 
Program;  an  emphasis  on  the  commer- 
cial dimension  at  the  upcoming  Sum- 
mit of  the  Americas;  new  trade  finance 
initiatives;  and  targeted  commercial 
programs  like  Export  Mexico. 
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Total  U.S.  Exports  to  Traditional  Markets,  1993 


$  Billions 


Western  Brope 
$114 
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•  Similarly,  we  iiave  developed  programs  to  help  American  businesses 
seize  opportunities  in  the  booming  markets  of  the  Asia-Pacific  re- 
gion, increased  advocacy,  enhanced  trade  finance,  expanded  high- 
level  trade  missions,  active  participation  in  APEC  and  specific  pro- 
motion efforts  such  as  Destination  ASEAN,  the  Alliance  for  Mutual 
Growth  and  the  Ambassadors  Tours,  are  all  targeted  at  helping  our 
businesses  take  advantage  of  future  growth. 

Traditional  Export  Markets 

Large  industrialized  markets  also  offer  excellent  prospects  for  increasing 
U.S.  exports.  Over  the  past  year,  the  Administration  has  initiated  several 
programs  to  help  U.S.  firms  increase  their 
sales  to  Japan,  Canada,  and  Western 
Europe,  which  together  imported  over  50 
percent  of  our  exports. 

•  In  Japan,  in  addition  to  pressing  for  con- 
tinued market-opening  through  the 
Framework  negotiations,  we  have  aug- 
mented our  traditional  export  promotion 
efforts  with  new  initiatives  on  advocacy, 
helping  American  firms  take  advantage 
of  Japanese  overseas  development  as- 
sistance opportunities,  and  information 
technologies  exports. 

•  Building  on  our  successes  under  the  U.S.-Canada  Free  Trade  Agree- 
ment, we  have  moved  quickly  to  alert  American  business  to  the  ad- 
ditional opportunities  created  by  the  NAFTA.  Our  efforts  have  in- 
cluded a  variety  of  information  seminars,  outreach  efforts,  and  trade 
events  which  have  reached  close  to  20,000  American  businesses. 

•  As  Western  Europe  moves  from  recession  to  growth,  American  firms 
will  face  new  opportunities.  To  help  take  advantage  of  them,  we 
have  developed  a  pilot  program.  Showcase  Germany,  as  a  model  for 
an  expanded  uade  promotion  effort  across  Europe  which  we  will  be 
developing  in  1995. 

Economies  in  Transition 

Regions  of  the  world  where  political  and  economic  reform  are  emerging 
hand-in-hand  —  Russia  and  the  Newly  Independent  States,  Eastern 
Europe,  and  the  Middle  East  —  also  offer  new  targets  of  opportunity  for 
expanded  American  exports.  Moreover,  these  are  regions  where 
enhanced  commercial  relationships  can  help  promote  political  stability 
and  security  through  economic  progress. 
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U.S.  Services  Exports.  1987-1993  (Prtvats  Servlcas) 


•  Russia  and  the  Newly  Independent  States  ("NIS)  can  be  among  the 
fastest  growing  maricets  of  the  next  centun.  Only  the  Western  busi- 
ness community  can  supply  the  capital  and  technology  these  coun- 
tries will  need  to  continue  the  restructuring  of  their  economies.  To 
assist  American  firms  in  this  process,  we  are  implementing  a  num- 
ber of  initiatives  including  bilateral  Business  Development  Com- 
mittees; expanded  finance  efforts  by  Ex-Im  Bank,  OPIC  and  TDA; 
increased  travel  by  Cabinet  officials;  and  enhanced  information  ser- 
vices as  well  as  training  programs. 

•  Similar  programs  to  those  structured  for  Russia  and  the  NIS  are  well 
underway  in  Eastern  Europe. 

•  As  the  Middle  East  peace  process  moves  forward,  we  will  support 
this  effort  through  expanded  trade  missions,  private  sector  initia- 
tives such  as  Builders  for  Peace,  and  the  development  of  trade  fi- 
nance packages  aimed  at  the  special  needs  of  the  region. 

Services  Exports 

The  United  States  is  the  world's  leading  producer  and  exporter  of 
services,  with  U.S.  services  exports  increasing  significantly  in  recent 
years.  Expanding  support  for  these  exports  will  be  a  major  focus  of  our 

trade  promotion  efforts  in  coming  years.  We  will  do 

this  through: 
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•  Improving  our  access  to  foreign  services  markets 
by  building  on  past  negotiating  successes,  such 
as  NAFTA  and  the  Uruguay  Round,  and  under- 
taking new  bilateral  and  multilateral  negotiations 
where  necessary. 

•  Focusing  our  efforts  on  key  sectors  both  in  tradi- 
tional markets  (information  technologies,  air 
transport,  insurance  and  financial  services,  and  en- 
tertainment) and  areas  with  great  potential  in  de- 
veloping markets  (such  as  energy,  distribution,  fi- 
nancial services,  and  healthcare). 

•  Developing  new  programs  of  technical  assistance 
in  the  services  area. 

•  Focusing  in-depth  on  some  specific  service  sectors,  such  as  energy 
and  tourism. 

•  Improving  our  analytical  base  as  well  as  our  efforts  at  interagency 
cooperation  to  support  fiiture  work. 


IS 


Executive  Summary 


78 


The  TPCC  is  the  difference 
between  having  export  promotion 
programs  and  having  an  effective, 
competitive  export  promotion  and 
export  finance  strategy" 

U.S.  Rep  Sam  Gejdenson. 
Connecticut 


Trade  Finance 

We  have,  over  the  past  year,  identified  two  additional  areas  where 
government  actions  may  have  potential  to  help  increase  exports. 

•  Project  finance,  a  type  of  financing  where  repayment  is  based  on  the 
revenue  flow  of  the  project  rather  than  external  guarantees,  has  be- 
come a  significant  method  of  fwiding  major  projects,  particularly  in 
emerging  markets  where  investment  in  infrastructure  is  a  priority. 
OPIC  and  Ex-im  Bank  are  arranging  new  ways  to  provide  project 
finance  to  support  U.S.  exporters. 

•  Our  successful  efforts  to  reduce  tied  aid  credits  (where  financing  is 
available  to  recipient  governments  only  if  they  procure  equipment  in 
donor  countries)  makes  it  all  the  more  important  to  assure  that  Ameri- 
can exporters  have  a  fair  opportunity  to  compete  on  untied  aid  projects. 
This  is  particularly  true  because  much  of  the  increase  in  untied  aid  is 
from  Japan,  where  the  record  shows  that  a  significant  portion  of  the 
procurement  ends  up  in  Japan  even  when  the  aid  is  officially  untied. 
We  are  looking  at  ways  to  ensure  that  American  exporters  have  a  fair 
opportunity  to  compete  on  untied  aid  projects. 

Under  the  leadership  of  OPIC,  we  have  also  begun  a  review  of  the  linkages 
between  trade  and  investment. 

Establishing  a  Unified  Federal  Budget 
for  Trade  Promotion 

In  this  section  we  present  a  unified  trade  promotion  budget  that  permits 
comparisons  of  trade-promotion  spending  across  agencies,  promotion 
activities,  geographic  regions,  industrial  sectors,  and  firm  sizes.  We  also 
provide  a  framework  for  the  development  of  consistent  performance 
measures  across  promotion  activities;  such  a  framework  is  crucial  for 
making  improved  resource  allocation  decisions. 

Specifically,  we  make  three  general  recommendations  for  increased 
emphasis  in  shaping  funding  decisions: 

•  Capitalize  on  opportunities  in  Big  Emerging  Markets. 

•  Provide  sufficient  emphasis  on  sectors  with  the  highest  growth  poten- 
tial, including  the  services  sectors. 

•  Target  resources  that  help  small-  and  medium-sized  business. 

These  recommendations  will  be  considered  in  the  development  of  the 
President's  FY  1996  budget. 
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This  report  is  divided  into  three  sections.  The  first,  'Impiementing 
the  65  Recommendations  of  the  1993  Report,"  divides  each  of  the 
65  recommendations  into  major  categories  w-hich  reflect  the  key  themes 
that  are  at  the  heart  of  our  export  promotion  efforts.  These  include 
supporting  American  bidders  in  global  competitions  and  improving 
trade  finance.  This  section  also  describes  specific  actions  we  have 
taken  to  remove  government-imposed  obstacles  to  exporting;  to  help 
small-  and  medium-sized  businesses;  and  to  increase  U.S.  exports  of 
environmental  technology'  and  services.  A  detailed  review  of  our 
efforts  on  each  of  the  65  recommendations  is  included  in  an  appendix  to 
this  Report. 

The  second  section  of  this  Report,  "Focusing  on  New  Opportunities," 
presents  a  framework  for  tailoring  trade  promotion  to  the  current  and 
fiiture  needs  of  U.S.  exporters  and  discusses  several  areas  where  we 
have  undertaken  major  new  export  efforts  in  the  last  year.  On  a 
geographic  basis,  we  identify'  four  categories  for  more  attention;  1 )  the 
Big  Emerging  Maricets;  2)  the  regions  of  Latin  America  and  Asia- 
Pacific;  3)  the  traditional  markets  of  Japan,  Canada,  and  Western 
Europe;  and  4)  economies  in  transition,  which  include  Russia  and  the 
Newly  Independent  States,  Central  and  liastem  Europe  and  the  Middle 
East  We  also  describe  our  plan  for  an  ambitious  program  of  sectoral 
trade  promotion  in  the  services  area  as  well  as  new  trade  finance 
initiatives  in  untied  aid  and  project  finance. 

The  third  section  of  this  report,  "Establishing  a  Unified  Federal  Budget 
for  Trade  Promotion,"  presents  a  unified  trade  promotion  budget  that 
details  how  Federal  resources  currently  are  being  allocated  on  trade 
promotion  today;  establishes  a  framework  for  evaluating  this  resource 
spending;  and  suggests  areas  of  increased  emphasis  for  the  future. 
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Implementing  the  65  Recommendations 
of  the  1993  Report 


In  September  1993,  we  released  a  report  containing  65  specific  recommendations 
to  improve  Federal  export  promotion  programs.  One  year  later,  we  can  report  that 
we  have  made  substantial  progress  toward  implementing  nearly  all  65.  This  section 
highlights  the  major  initiatives  undertaken  as  part  of  this  process.  It  is  divided  into 
five  parts: 

Supporting  U.S.  Bidders  in  Global  Competitions  —  describes  the 
Administration's  advocacy  efforts  to  support  American  companies'  efforts  to 
win  major  procurement  contracts  overseas. 

Improving  Trade  Finance —  discusses  steps  we  have  taken  to  improve  access 
to  trade  finance,  combat  trade-distorting  financing  practices  of  our  foreign 
competitors,  and  improve  coordination  among  trade  finance  agencies. 

Removing  Obstacles  to  Exporting —  reviews  the  actions  we  have  taken  to 
eliminate  or  reduce  impediments  in  three  areas:  export  controls,  product 
standards,  and  anti-bribery  rules. 

Helping  Small-  and  Medium-Sized  Businesses  —  identifies  the  programs 
launched  to  provide  export  assistance  to  smaller  firms  —  an  under-represented 
group  in  the  American  exporting  community. 

Promoting  U.S.  Exports  of  Environmental  Technologies  and  Services  — 
describes  the  Administration's  efforts  to  help  U.S.  companies  compete  in  the 
global  environmental  technologies  market,  which  is  expected  to  exceed  $400 
billion  by  the  end  of  the  decade. 


Appendix  I  at  the  end  of  the  Report  details  the  implementation  status  for  each  of  the 
65  recommendations. 
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Implementing  the  65  Recommendations  of  the  1993  Report 

Supporting  U.S.  Bidders  in  GlobaS  Competitions 


'The  Trade  Promotion  Coordinating 
Committee  is  helping  Westinghouse 
in  many  of  the  key  developing  mar- 
kets of  the  work!  ttirough  its  broad 
spectrum  of  trade  and  fmancing 
assistance.  I  have  participated  in 
Presidential  Trade  Development 
Missions,  and  they  have  yielded 
literally  hundreds  of  millions  of 
dollars  of  business." 

Michael  Jordan.  Chief 
Executfve  Officer, 
•    Westinghouse  Electric 
Cotporabon 


Today  we  are  in  a  global  market- 
place with  international  competition 
keener  than  ever  before.  The 
United  States  government,  in  its 
strong  advocacy  and  support  of 
U.S.  companies  competing  abroad 
and  its  promotion  of  international 
trade,  is  greatly  benefiting  the  U.  S. 
economy  as  well  as  the  global 
economy." 

Rtchart  J.  Swift.  President 
and  Chief  Executive 
Officer.  Foster  Wheeler 
Corporation 


The  competition  for  major  procurements  by  foreign  countries  is  fierce. 
Our  major  trading  partners  —  from  the  Japanese  to  the  Germans  to  the 
French,  and  scores  of  other  countries  —  are  becoming  increasingly 
aggressive  in  helping  their  firms  expand  exports.  They  are  particularly 
effective  in  using  their  high-  level  officials  as  advocates  for  firms  seeking 
business  contracts  from  developing  nations.  Until  this  past  year,  the 
United  Stales  was  the  exception  to  this  rule.  American  business  had  been 
losing  billions  of  dollars  worth  of  sales  annually,  simply  because  U.S. 
government  advocacy  efforts  were  not  as  effective  as  those  of  foreign 
governments. 

As  the  competition  changes,  so  must  our  involvement.  It  is  important  that 
the  U.S.  government  assist  the  private  sector  where  it  can,  so  American 
businesses  can  reap  the  many  benefits  of  emerging  commercial 
opportunities.  The  Clinton  Administration  recognizes  the  crucial  role  the 
government  can  play  to  ensure  a  level  playing  field  for  American  bidders 
in  global  competitions. 

The  Administration's  National  Export  Strategy  set  out  to  change  past 
trends.  With  a  strong  interest  in  having  our  firms  compete  and  win  our  fair 
share  of  these  contracts,  we  launched  a  comprehensive  advocacy  program 
to  support  U.S.  bidders  in  global  competitions. 

The  results  have  been  dramatic.  American  firms  won  over  70  major 
contracts  in  the  past  year  where  the  Administration  has  lent  its  support. 
These  70  contracts  have  amounted  to  over  $17  billion  in  U.S.  exports. 
This  substantial  increase  in  exports  has  supported  over  275,000  jobs  in  the 
United  States. 

In  every  one  of  these  cases,  it  is  our  companies  themselves  that  are 
winning  deals  with  their  top  quality  products  and  services  and  their 
intense  efforts,  which  sometimes  span  many  years  and  cost  millions  of 
dollars.  However,  government,  when  its  assistance  is  desired,  can  play  an 
important  role  in  helping  American  firms  compete  effectively. 

Our  advocacy  program  coordinates  resources  fix)m  across  the  U.S. 
government  to  ensure  diat  American  firms  receive  the  ftill  support  of  their 
government.  The  program  gives  a  special  focus  to  those  projects  overseas 
that  require  not  only  U.S.  government  representations  by  Ambassadors  or 
visiting  officials,  but  something  more  —  a  full  court  press  involving 
everything  firom  finance  to  the  direct  involvement  of  the  President. 

As  recommended  in  last  year's  Report,  we  established  the  Advocacy 
Coordinating  Network  in  November  1993.  This  network  focuses  the 
resources  of  the  U.S.  government  in  support  of  U.S.  bidders  competing  for 
major  overseas  contracts.   Seventeen  agencies  participate  in  this  effort. 
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Supporting  U  S  Bidders  in  Global  Competitions 


ADVOCACY  ON  BEHALF 
OF  U.S.  FIRMS  IN  CHINA 

Dunng  the  last  week  of  August  1994, 
Secretary  Ronald  Brown  led  a  Presi- 
dential Business  Development  Mission 
to  China  The  delegation  was 
comprised  of  24  CEOs  plus  senior 
members  of  the  Department  of  State, 
Ex-lm  Bank,  the  National  Security 
Council  and  the  National  Economic 
Council,  and  the  United  States  Infor- 
mation Agency  The  objective  of  the 
missbn  was  to  deepen  American  com- 
mercial engagement,  while  also 
pursuing  our  human  nghts  objectives. 

Advocacy  was  a  major  goal  of  the  trip. 
Secretary  Brown  met  personally  with 
the  President  of  China,  the  Premier, 
two  Vice  Premiers,  and  several  minis- 
ters to  press  the  cases  of  American 
firms.  He  delivered  a  personal  letter 
from  President  Clinton  to  the  President 
of  China  which  also  underlined  the  im- 
portance of  the  presence  of  U.S.  firms 
in  China. 

During  the  week  the  delegation  pre- 
sided over  $6  billion  of  business  deals 
in  such  sectors  as  telecommunications 
and  power  generation  Altogether  the 
group  pressed  for  over  $25  billion 
worth  of  projects,  many  of  which  are 
expected  to  come  to  fruition  in  the 
months  and  years  ahead 

The  advocacy  effort  was  the  result  of 
at  least  two  preparatory  trips  to  China 
by  TPCC  officials,  an  all-out  effort  by 
the  Advocacy  Network  and  the  Advo- 
cacy Center,  and  very  dose  coordina- 
tion between  the  Administration  and 
U.S.  firms  bidding  on  projects. 


These  include  the  Departments  of  State  and  Commerce,  with  strong 
participation  from  the  Export-import  Bank  of  the  United  States  (Ex-Im 
Banl^l,  the  Overseas  Private  Investment  Corporation  (OPIC),  and  the 
Trade  and  Development  Agency  (TDA),  and  regular  involvement  by 
many  more.  This  group  meets  bimonthly  to  develop  and  coordinate 
strategies  for  U.S.  companies  seeking  advocacy  assistance.  In  addition 
to  senior-level  endorsements,  the  Advocacy  Network  works  with 
companies  to  provide  commercial,  technical,  and  financial  support  for 
their  efforts  to  win  deals  abroad.  Another  important  component  of  the 
advocacy  program  is  the  active  monitoring  of  the  project  pipelines  of  the 
multilateral  development  banks  —  like  the  World  Bank  —  to  assist 
American  companies. 

A  new  Advocacy  Center,  established  at  the  Department  of  Commerce  in 
November  1 993,  is  the  hub  of  the  Advocacy  Network.  The  Center  works 
closely  with  U.S.  bidders  who  request  assistance  in  quickly  gaining 
access  to  U.S.  government  resources.  It  uses  a  computer  database  to 
track  systematically  more  than  160  pending  advocacy  projects  where 
U.S.  government  assistance  may  be  necessary.  When  assistance  on  a 
particular  project  is  needed,  interagency  teams  are  quickly  mobilized  to 
develop  project-specific  strategies. 

A  key  component  of  successful  advocacy  is  the  active,  personal 
involvement  of  the  President,  the  Cabinet,  and  other  agency  heads.  Top 
Clinton  Administration  officials  have  demonstrated  an  unprecedented 
willingness  to  lend  their  support  to  American  exporters  competing  for 
major  overseas  contracts.  Such  support  has  extended  beyond  leHers  and 
phone  cal's  to  include  face-to-face  meetings  with  foreign  decision- 
makers both  here  and  abroad.  Senior  officials  have  traveled  throughout 
the  world  to  support  American  exporters.  Secretary  of  Commerce 
Ronald  Brown,  Secretary  of  State  Warren  Christopher,  Secretary  of  the 
Treasury  Lloyd  Bentsen,  Secretary  of  Energy  Hazel  O'Leary,  Secretary 
of  Agriculture  Mike  Espy,  Ex-Im  Bank  Chaimian  Kenneth  Brody,  OPIC 
President  Ruth  Harkin,  and  TDA  Director  Joe  Grandmaison  have  been 
exceptionally  active. 
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Supporting  U  S  Bidders  in  Global  Competitions 


ADVOCACY  YIELDS  RESULTS 

CH2M  H///  International.  Ltd.  won  a  $1.1  million  contract  for  a  Taiwan  country-wide  Coastal  Zone  Master  Plan. 
'US  government  support  of  the  US -Asia  Enwonmentai  Partnership  and  U.S.  Environmental  Traming  Institute 
was  very  tielpful  to  us  on  this  project  and  will  help  U.  S.  fimjs  wm  future  profects  in  Taiwan, '  said  Howard  Schirmer, 
Jr.,  P.E.,  President  CH2MHill  International,  Ud. 


The  U  S  geothermal  companies  Califomia  Energy  Company  Inc. ,  and  Ormat  Inc ,  recenSy  completed  a  financing 
package  with  the  assistance  of  Ex-im  Bank  and  OPIC  to  tniHd  and  operate  a  geothermal  energy  power  plant  in  the 
Upper  Mahiao  region  of  the  Philippines  The  pmject,  valued  at  an  estimated  $225  million,  wii  produce  120  mega- 
watts of  electhcity  and  is  expected  to  be  *n  servkx  by  July  1996.  Said  the  CEO  of  Califomia  Energy,  David  Sokol, 
This  project  is  a  tnje  example  ofpublK  agencies  assisting  and  supporting  companies  overseas  to  increase  U.S. 
exports . .  This  has  been  a  win-win '  project  for  toff)  countries  and  their  people  The  Philippines  receives  re^aWe, 
dean  electricity,  and  the  United  States  receives iot)s.' 


In  Malaysia,  Hughes  Space  &  Communications  Company  signed  a  miMniBion  doSar  oontad  for  the  East  Asia 
Satellite  (MEASAT)  last  May  This  wgf  resiJt  in  continued  employment  for  300  to  400  emptoyees  at  Hughes' 
facilities  in  El  Segundo,  Calif,  for  the  next  two  years.  'I  have  to  admire  the  enthusiastic  response  and  efficient 
manner  in  which  tfw  Trade  and  Dev^opmer^  Agency  had,  in  conjunction  with  other  members  of  the  TPCC,  as- 
sisted us  in  a  timety  manner  at  a  critic^  pomt  of  our  bid,' said  wabam  D.Menritt,  Hughes  Corporate  Vice  President. 


In  May  1994,  AT&T  with  strong  support  from  President  CSnton,  Secretary  Christopher  and  Secretary  Brcm,  was 
awarded  a  $4  billion  contract  to  modernize  Saudi  Arabia's  telecommunications  system.  This  award,  the  larger 
telecommunKations  equipment  contract  ever  awarded  outstde  the  United  States  involved  intense  competition  from 
foreign  firnis  including  Siemens  AG  (Germany),  Alcatel  Alsthom  SA  (France).  Northern  Telecom  Ltd  (Canada),  and 
a  joint  offer  by  Encsson  (Sweden)  and  NEC  Corp.  (Japan).  Our  coordinated  United  States  government  advocacy 
effort  played  an  important  role  m  ATiTs  contract  win.  This  seven-year  project  involves  building  a  fiber  optic  net- 
work for  advanced  phone  seonce  to  1  5  miBion  subscnbers  and  the  constnjcbon  of  a  digital  wireless  network 
capable  of  handling  about  200,000  customers.  The  majority  of  the  manufacturing  will  take  place  in  ffie  United 
States  at  AT&Ts  plants  in  Oklahoma  City.  Andover,  Mass,  and  Columbus,  Omo.  Software  for  the  system  wM  be 
created  at  facilities  in  Illinois  and  New  Jersey 
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Supporting  U  S  Bidders  in  Global  Competitions 


• 
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SIVAM:  A  CASE  STUDY  IN  SUCCESSFUL  ADVOCACY 

Following  intense  advocacy  efforts  by  the  U  S  government,  the  government  of  Brazil  selected  a  U.  S  consortium — 
led  by  Raytheon  —  to  build  a  $15  billion  Amazon  environmental  surveillance  and  air  traffic  control  system  (SIVAM). 
SIVAh^  will  provide  Brazilian  government  agencies  with  the  capability  to  collect  and  process  the  information  required 
to  protect  the  environment,  combat  illegal  mining  and  dnig  trafficking,  improve  population  and  public  health  controls 
and  strengthen  border  secunty.  The  project  calls  for  the  delivery  of  an  integrated  network  of  telecommunications, 
remote  satellite  sensing  and  imagery,  and  ground-based  and  airborne  sensor  systems  controlled  by  regional  and 
national  coordination  centers. 

The  Administration  s  support  of  the  Raytheon  consortium's  bid  is  a  good  example  of  how  the  Clinton  Administration 
can  help  to  generate  good  jobs  through  partnership  with  the  private  sector  Faced  with  stiff  competition  from  a 
European  group  of  companies  led  by  the  French  firm  Thomson  CSF,  the  U.S.  government  was  able  to  assist  the 
Raytheon  consortium  —  helping  to  level  the  competitive  playing  field  in  Brazil.  The  seiecdon  of  tie  Raytheon^ 
group  of  companies  to  produce  the  SIVAM  project  was  partially  a  result  of: 

*  Personal  support  from  President  Clinton  via  a  letter  to  President  Franco  of  Brazil; 

•  Several  meetings  wdh  Brazilian  Ministers  and  SIVAM  officials  in  Brazil  by  Commerce  Secretary  Ronald  Brmm; 

Special  advocacy  trip  by  Under  Secretary  of  Commerce  Jeffrey  E.  Garten; 

Support  by  our  embassy  in  Brasilia,  including  the  Ambassador,  Deputy  Chief  of  Mis^on,  and  USSFCS  steff;  h 

Active  monitoring  by  key  senior  officials,  through  the  TPCC  Advocacy  Network,  of  the  status  of  the  biddmg 
process; 

Advocacy  letters  from  Secretary  Brown,  Ex-lm  Bank  Chairman  Brody,  TDA  Director  Grandmaison,  Enviroih 
mental  Protection  Agency  Administrator  Browner,  Federal  Aviation  Administration  Administrator  Hinson,  Na- 
tk)nal  Oceank:  and  Atmospheric  Administration  Under  Secretary  Baker  and  from  Members  of  Congress; 

Extraordinary  effort  by  the  Ex-lm  Bank  in  developing  a  competitive  package  ffiaf  was  able  to  provkie  the  same 
level  of  support  as  that  extended  by  the  French  government;  and  I 

»  Additmnal  financing,  by  OPIC,  if  necessary. 

In  addition,  the  Advocacy  Center  organized  several  meetings  of  the  Administration's  interagency  Advocacy  Net-  I 

wort(  to  build  support  for  the  project  and  to  develop  a  coordinated  advocacy  strategy  for  the  SIVAM  pnyecf.  Key  i 

agencies  involved  induded:  Ex-lm  Bank,  EPA,  TDA,  OPIC,  National  Aeronautics  and  Space  Admini^ration,  FAA,  \ 

and  the  Departments  of  State,  Commerce,  Agriculture,  Intenor,  and  Jusftce.  j 

Dennis  J.  Picard,  Raytheon  Chairman  &  CEO  said,  "We  welcome  the  challenge  of  producing  and  delivering  (his  j 

complex  system  We're  proud  that  the  Brazilian  government  has  selected  us  from  a  fonnidable  list  of  competitors  to  \ 

carry  out  this  large  and  important  project.  This  win  was  due  in  part  to  the  excellent  support  provkied  by  the  US.  j 
government,  the  Department  of  Commerce  and  Ex-lm  Bank.  The  Administration  worthed  very  hard  for  U.  S  industry 

on  this  project. "  Picard  also  noted  that,  'Among  Raytheon  and  its  team  members,  tfi/s  program  represents  approxi-  i 

mately  20,000  direct  job-years  in  the  United  States. "  The  SIVAM  contract  will  support  over  Jt  billion  in  U.S.  exports  j 

and  help  place  U  S.  industry  in  an  outstanding  position  in  the  lucrative  South  American  maricef.  | 
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Implementing  the  65  Recommendations  of  the  1993  Report 

Improving  Trade  Finance 

The  private  sector  stresses  that  availability  and  competitiveness  of  trade 
financing  often  play  a  decisive  role  in  the  export  success  of  American 
companies. 


'In  tte  same  way  that  motor  oil 
is  essential  for  the  smootti 
operation  of  a  car  engine,  financ- 
ing is  essential  to  U.S.  export 
success.  Financing  is  the  lubri- 
cant that  keeps  the  U.S.  export 
engine  operating  smoothly. 
Without  it  U.S.  exports  and  a 
growing  numtter  o^  U.  S.  jobs  are 
at  risk.' 

From  Export  Financing:  A  Kay 
to  US  Export  Success. 
National  Association  of 
Manufactursfs 


'American  companies  have  the 
competitive  products.  Fast  grow- 
ing foreign  markets  have  the 
demand.  Often  the  critical  factor 
in  bringing  these  two  together  is 
export  finance.  Our  misskm  is  to 
provide  this  financing  v/here  it  is 
most  needed  to  support  U.S. 
exports  and  jobs.' 


Kenneth  Brody.  President  and 
Cliainnan,  Export-Import  Bank 
of  the  United  States 


Last  year's  Report  identified  a  number  of  actions  that  agencies  should  take 
to  counter  trade-distorting  financing  practices  by  our  foreign  competitors, 
improve  coordination  among  Federal  financing  agencies,  and  increase 
access  to  export  financing.  The  Export-Import  Bank  of  the  United  States 
(Ex-lm  Bank),  the  Overseas  Private  Investment  Corporation  (OPIC),  the 
Trade  and  Development  Agency  (TDA),  the  Small  Business  Administra- 
tion (SBA),  and  the  Departments  of  Treasury  and  Commerce  have 
spearheaded  Administration  efforts  over  the  past  year  to  develop  a  new, 
aggressive  trade  finance  strategy  to  help  American  fums  compete  and  win 
overseas.  These  agencies  now  meet  regularly  to  discuss  projects  and 
develop  a  more  integrated  approach  to  helping  U.S.  firms  sell  their  goods 
and  services  abroad.  An  interagency  task  force  chaired  by  Ex-Im  Bank  has 
led  our  efforts  to  implement  the  recommendations  in  our  last  Report.  This 
section  details  many  of  these  efforts.  (Those  trade  finance  initiatives 
specifically  targeted  at  smaller  firms  are  discussed  in  the  section  "Helping 
Small-  and  Medium-Sized  Businesses.") 


The  term  trade  finance"  as  used  in  this  Report  means  any  private  or  public  sector 
funding  ^at  directly  or  indrecdy  generates  U.S.  exports.  In  addition  to  (/»  trade  fi- 
nance sendees  provided  by  private  lending  institutions  and  organizations,  it  includes 
the  export  finance  programs  of  Ex-lm  Bank  and  the  Department  of  Agnculture,  the 
pmject  finance  and  insurance  programs  of  OPIC,  the  feasibility  study  program  of  TDA, 
tfie  export  worfong  capital  program  of  SBA,  and  the  Multilateral  Devek^ent  Banks 
wM)  the  U.S.  government  as  a  participating  member  At  the  sfate  and  local  levels, 
public  and  private  export  devetopment  entities  offer  unkjue  export  finance  pmgrams 
and/or  access  to  Federal  government  programs. 


Countering  Foreign  Tied  Aid 

Our  major  competitors,  particularly  in  Europe,  provide  concessionary 
financing  for  capital  projects  tied  to  the  purchase  of  that  country's  goods 
and  services.  These  foreign  tied  aid  commitments,  totaling  $7  billion 
woridwide  in  1993,  can  distort  international  competition  and  disadvantage 
U.S.  companies  bidding  on  foreign  capital  projects.  The  Administration 
continues  to  work  for  the  reduction  of  trade-distorting  tied  aid. 
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'Our  foreign  competitors  benefit 
from  government  financing  for  their 
sales  of  telecommunications  equip- 
ment in  many  markets  TheTPCC's 
effort  to  combat  foreign  government 
tied  aid  is  giving  US.  exporters  an 
equal  opportunity  to  compete.' 

Robert  E  Allen.  Chainnan 
and  CEO.  AT&T 


'Getting  American  business 
involved  early  in  fte  planning  process 
of  infrastructure  and  industrial 
projects  is  vital  to  the  promotion  of 
U.S.  exports' 

J.  Joseph  Grandmaiaon, 
Director.  US  Trade  and 
Devetopment  Agency 


As  recommended  in  the  September  1993  Report,  Ex-!m  Bank  established 
the  Tied  Aid  Capital  Projects  Fund  to  counter  and  ultimately  eliminate  the 
use  of  trade-distorting  foreign  tied  aid  credits.  The  Fund,  operating  with  a 
subsidy  budget  of  $150  million,  seeks  to  level  the  international  playing 
field  for  U.S.  exporters. 

Ex-im  Bank  does  not  use  the  Capital  Projects  Fund  to  initiate  tied  aid 
credits,  but  is  prepared  to  counter  potential  foreign  tied  aid  offers. 
Whenever  possible,  Ex-lm  Bank  seeks  agreement  among  member 
governments  of  the  Organization  for  Economic  Cooperation  and 
Development  (OECD)  against  providing  tied  aid  financing  for  specific 
projects.  If  such  agreements  are  not  reached,  Ex-Im  Bank  provides  U.S. 
exporters  with  an  early  indication  of  its  willingness  to  counter  foreign  tied 
aid  offers. 

The  strategy  is  already  helping  U.S.  companies  compete  on  a  more  equal 
basis  with  our  major  competitors.  Over  the  past  year,  Ex-Im  Bank  has 
issued  indications  to  match,  if  necessary,  foreign  tied  aid  offers  for  10 
projects.  If  won  by  the  U.S.  bidders,  these  projects  could  represent  over 
$500  million  of  U.S.  exports.  Among  the  ongoing  competitions  are 
contracts  for  an  airport  hydropower  project,  and  medical  equipment  in 
China;  locomotives,  airport  equipment,  and  telecommunications  systems 
in  Indonesia;  locomotives  for  Tunisia;  and  power  plant  emissions 
scrubbers  in  Turkey.  Ex-Im  Bank  has  also  successfully  reached  agreement 
with  other  OECD  governments  to  refrain  from  tied  aid  use  for  projects 
valued  at  approximately  $500  million. 

The  Administration  will  pursue  an  aggressive  tied  aid  strategy  until  tied 
aid  credits  are  eliminated  altogether.  These  goals  are  in  accordance  with 
the  1 993  Report  and  Ex-Im  Bank's  statutory  requirements. 

Feasibility  Studies 

Through  the  funding  of  feasibility  studies,  the  U.S.  government  enables 
American  businesses  to  become  involved  in  the  planning  stage  of 
infrastructure  projects  in  overseas  markets.  The  studies  include  advice  to 
a  host  country  about  the  availability  of  appropriate  U.S.  equipment  and 
services  —  advice  that  often  leads  to  follow-up  contracts  for  the  feasibility 
study  contractor  and  to  U.S.  exports  during  the  project's  implementation. 

In  last  year's  Report,  we  recommended  that  funding  for  feasibility  studies 
be  consolidated  in  TDA,  a  small  agency  with  a  proven  u^ck  record.  While 
responsibility  for  the  studies  was  successfully  transferred  to  TDA,  and 
$3.7  million  in  funding  was  transferred  from  other  agencies,  TDA  did  not 
receive  the  necessary  financial  resources  to  implement  fully  the 
recommendation.  In  order  for  TDA  to  fulfill  the  expectations  created  by 
this  recommendation,  the  funding  issue  needs  to  be  addressed  this  year. 
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In  last  year's  Report,  we  also  pledged  to  improve  coordination  among 
agencies  involved  in  the  review  of  projects  for  which  feasibilit)'  grants 
were  being  sought.  To  this  end,  regional  interagency  working  groups 
have  been  established  during  the  past  year  to  discuss  the  proposals 
received  by  each  agency  and  explore  ways  of  working  together  to  turn 
them  into  solid  export  opportunities.  TDA  consults  with  other  agencies 
on  the  projects  it  is  considering  for  support. 


TDA  FEASIBILITY  STUDIES  AND  TRAINING  GRANTS 
GENERATE  U.S.  EXPORTS 


Anned  iwffi  a  tiOO.OQO  training  grant  provided  by  TDA,  Pennsylvania-based  Bricmont  Con- 
tractors recentiy  won  an  $8  million  contract  to  supply  a  single  recuperative  tunnel  furnace  for 
Hylsa,  S.A.  de  C.V.  in  Monterrey,  Mexico.  In  addition  to  the  engineering,  design  and  supply  of 
Oie  furnace,  Bricnmnt  will  provide  training  via  an  interactive  computerised  traning  program 
ftey  developed.  This  contract  will  support  jobs  not  only  at  Bricmont,  but  also  at  nearly  30 
subcontractors  located  in  a  dozen  states 


It  often  takes  years  following  a  feasibility  study  before  a  project  is  implemented  and  begins  to  \ 
generate  exports  But  some  small  companies,  sjch  as  HCR,  a  women-owned  fkm  based  in 
Roc/iester,  N.Y.,find  tt)at  the  benefits  for  U.  S.  fimis  can  begin  almost  immedialBly.  This  past 
year  HCR  was  awarded  $300,000  to  jointly  fund  a  feasibility  study  on  fiealth  care  in  Ihe  Re- 
public of  Tatarstan,  Russia.  Before  HCR  had  even  completed  its  study  Tatar^an  health 
ofndals  were  making  plans  to  purchase  medical  equipment  from  U.S.  suppliers,  aoooning  to 
CEO  Louise  Woemer  HCR  is  actively  pursuing  severe  spin-off  projects  as  a  result  of  the 
TDA-funded  shjdy. 


In  1993  TDA  provkjed  $300,000  for  a  feasibility  study  on  the  modemizatkyi  of  the  LukoH-  \ 

Perm  oH  refinery  in  Russia.  ABB  Lummus  Crest  of  StoomfieW,  N.J.  earned  out  tf»  siudy  and  \ 

contnbuted  $100,000  to  its  cost,  as  dkj  LukoH-Penn.  As  a  result  of  the  study  Luko^-Pemt  has  \ 

already  signed  contracts  totaling  $21  million  for  U.S.  technology  iKenses  and  engineering  I 

servKes  In  additkjn,  an  Ex-lm  Bank  guarantee  has  been  appmved  for  the  next  phase  of  the  i 

project,  amounting  to  $96  million  in  U.S.  goods  and  servKas  ■ 
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SBA  AND  THE  STATE 

OF  CALIFORNIA 

FINANCE  SMALL 

BUSINESS  EXPORTER 

Edward  Hunt,  President  of  Laub 
Engineering  of  Norwalk,  Cat.  knows 
about  the  difficulty  small  firms  can  have 
arranging  financing  for  export  deals. 
Laub  produces  liquid  filling  systems 
which  are  used  to  fill  bottles  with  a 
variety  of  consumer  liquids  —  every- 
fhirtg  from  motor  oil  to  fruit  drinks  to 
body  htions.  Until  recently  Laub's  ex- 
port orders  had  been  small.  Then  the 
15-empk}yee  company  landed  a  large 
contrad  to  provide  equipment  for  a  new 
PenmoS  Company  licensee  mc^r  oil 
plant  in  Jakarta  With  the  support  of  a 
joint  SBA/Caiifomia-backed  guarantee 
for  $792, 700,  Laub  was  able  to  com- 
plete the  sale.  The  company  has  now 
expanded  to  28  employees,  all  of  which 
will  stay  on  after  the  Pennzoil  contract 
is  completed.  Laub  already  has  bid  on 
another  large  project  and  plans  to 
return  to  SBA  and  the  state  if  the 
contract  contes  through. 


Project  Finance 

As  recommended  in  our  1993  Report,  OPIC  increased  its  limit  for  project 
financing  limit  from  $50  million  to  $200  million.  Increased  project 
finance  support  is  a  major  focus  in  the  coming  year.  New  initiatives  are 
addressed  in  the  trade  finance  section  of  "Focusing  on  New 
Opportunities." 

State  and  Local  Financing 

Many  state  and  local  governments  operate  export  loan  guarantee 
programs;  however,  many  of  these  programs  are  restricted  to  relatively 
small-sized  loans  or  face  state  budget  constraints.  In  last  year's  Report,  we 
pledged  greater  cooperation  with  state  and  local  entities  to  increase 
business  access  to  U.S.  government  financing.  The  SBA  and  Ex-Im  Bank 
have  taken  the  lead  to  achieve  this  goal. 

SBA:  The  agency  strives  to  create  a  "win-win"  situation  by  co- 
guaranteeing  loans  with  state  and  local  governments.  These  arrangements 
not  only  leverage  both  SBA  and  the  local  finance  entities'  guarantee 
authority,  but  also  allow  SBA  to  take  advantage  of  the  local  entities' 
finance  expertise  and  loan-packaging  capabilities.  Co-guarantees  may 
cover  equal  shares  of  a  loan,  or  SBA  can  guarantee  a  variable  amount, 
provided  the  total  guarantee  does  not  exceed  90  percent  of  the  loan 
amount.  Under  these  co-guarantees,  any  losses  and  recoveries  will  be 
shared  on  a  pro-rata  basis. 

The  SBA  is  actively  implementing  a  co-guarantee  agreement  with  the 
State  of  California.  To  date,  this  arrangement  with  the  California  Export 
Finance  Office  has  resulted  in  preliminary  commitments  totaling  $7 
million.  As  the  process  is  streamlined,  we  expect  the  number  of  co- 
guaranteed  loans  to  increase  significantly.  SBA  has  entered  into 
discussions  with  a  number  of  other  state  and  local  trade  finance  authorities 
to  establish  additional  co-guarantee  agreements  during  FY  1995. 

Ex-Im  Bank:  The  Bank's  City/State  Program  is  a  cooperative  arrangement 
with  state  and  local  export  assistance  entities  dedicated  to  assisting  small  and 
less  experienced  exporters.  Through  the  "piggy-backing"  of  state,  local,  and 
Federal  resources,  a  state  or  local  organization  acquires  an  Ex-Im  Bank-trained 
professional  who  assists  an  exporter  through  the  entire  export  financing 
process:  from  initial  counseling  and  application  packaging  to  securing  a 
commercial  bank  to  fund  an  Ex-Im  Bank-supported  transaction. 


Since  its  inception  in  FY  1988,  Ex-Im  Bank's  City/State  Program  has  grown 
from  three  cities  and  three  states  producing  roughly  $20  million  in  export  sales 
to  25  members  supporting  $75  million  in  exports  in  FY  1993.  Ex-Im  Bank  is 
currently  assessing  how  the  program  can  be  improved:  new  members  are 
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being  aggressively  sought;  existing  members  are  being  encouraged  to 
establish  satellite  networks  throughout  their  states;  City/State 
representatives  are  being  integrated  into  the  Export  Assistance 
Centers;  and  the  feasibility  of  co-guarantees  and  other  tbrms  of  possible 
support  for  state  and  local  guarantee  programs  is  being  evaluated. 

Trade  Finance  Partnerships 

As  recommended  in  last  year's  Report,  we  have  focused  on  building 
creative  partnerships  with  the  private  sector  to  make  more  money 
available  to  support  export  activities.  Two  of  these  efforts  —  the 
Lender  Education  Program  (put  together  by  Ex-Im  Bank  and  SBA) 
and  Ex-lm  Bank's  initiatives  to  create  a  secondary  market  for  trade 
finance  activities  —  have  been  developed  in  close  partnership  with  the 
private  sector.  These  two  programs  will  help  expand  access  to  export 
financing,  particularly  for  smaller  exporters. 

Lender  Education  Program:  The  Lender  Education  Program  is 
intended  to  educate  the  lending  community  about  recent 
enhancements  to  U.S.  government  export  finance  programs.  The  goal 
is  to  engage  a  broader  spectrum  of  lenders  in  trade  finance,  especially  in 
the  pre-export  financing  area.  Jointly  developed  by  Ex-Im  Bank,  SBA, 
and  several  private  sector  banking  associations,  the  Lender  Education 
Program  is  aimed  at  smaller,  less  internationally  experienced  lenders.  The 
program  will  provide  an  overview  of  U.S.  government  export  fmance 
policies  as  well  as  specific  "hands-on"  information  targeted  to  meet  the 
financing  needs  of  small-  and  medium-sized  finns.  The  first  phase  of  the 
program  will  be  offered  in  13  cities  beginning  in  September  1994. 

Secondary  Market:  A  secondary  market  —  a  financial  market  in 
which  previously  issued  securities  are  bought  and  sold  —  facilitates 
the  efficient  allocation  of  fiinds  and  provides  an  alternative  market  in 
which  existing  securities  can  be  traded.  Like  the  primary  market 
(where  securities  are  issued  or  created),  secondary  markets  offer 
companies  and  banks  the  ability  to  raise  needed  capital  through  the 
form  of  debt  and/or  equity.  However,  while  larger,  well-known,  or 
high-growth  companies  can  access  these  sources  of  funding  fairly 
readily,  smaller  companies  find  it  relatively  more  difficult  and  costly 
because  they  are  fi-equently  privately  held  or  lack  ready  access  to 
capital  markets.  For  instance,  in  the  pre-export  financing  area,  the 
existence  of  a  secondary  market  would  offer  lenders  an  option  to  sell 
the  assets  before  maturity,  thereby  fi-eeing  ftinds  to  reinvest  in  other 
loans.  In  this  way,  a  viable  secondary  market  could  facilitate  a  significant 
number  of  pre-export  loans  that  would  not  have  otherwise  occurred.  It  is 
estimated  that  the  formation  of  an  efficient  secondary'  market  requires  at 
least  $2  to  S3  billion  in  securities  available  for  trading. 
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'If  you  add  up  what  comes  back  to  us 
directly,  and  what  the  indirect 
impact  is  on  our  exports,  these  [multi- 
lateral development]  banks  mean 
nearly  $8  billion  to  our  economy  And 
that  translates  to  nearly  1 50, 000  jobs. " 


Uoyd  Bentsen, 
Secretary  of  the  Treasury 


Ex-lm  Bank,  in  conjunction  with  the  Private  Export  Funding  Corporation 
(PEFCO),  will  offer  two  pilot  programs  aimed  at  building  a  foundation 
for  the  future  creation  of  a  secondary  market,  effective  October  1,  1994. 
PEFCO  will  act  as  a  liquidity/overline  support  mechanism  willing  to 
purchase  Ex-Im  Bank-guaranteed  working  capital  loans  from  lenders.  In 
addition,  PEFCO  will  act  as  a  "lender  of  last  resort"  for  those  Ex-Im 
Bank-guaranteed  transactions  for  which  no  private  lender  is  willing  to 
participate.  These  pilot  programs  build  a  foundation  for  stimulating 
greater  private  sector  interest  in  independently  performing  these 
functions.  Once  the  programs  demonstrate  market  acceptance  and 
profitability,  the  private  sector  should  be  more  willing  to  step  in  and 
expand  the  market  on  a  much  larger  scale. 

Ex-Im  Bank  is  launching  the  pilot  programs  after  concluding  that  several 
key  conditions  for  creating  a  private  sector  secondary  market  for  short- 
term  working  capital  assets  do  not  now  exist.  Necessary  conditions 
include:  a  substantially  larger  volume  of  transactions  originated  to  form 
a  "critical  mass"  of  assets  for  sale;  enhanced  financial  attractiveness; 
greater  homogeneity  of  such  assets;  and  finally,  the  presence  of  U.S. 
government  unconditionally  guaranteed  assets  or  other  credit 
enhancements  to  reduce  perceptions  of  high  risk. 

Multilateral  Development  Banks  (MDBs) 

With  annual  commitments  topping  $40  billion,  the  five  Multilateral 
Development  Banks  —  World  Bank,  Inter-American  Development 
Bank,  Asian  Development  Bank,  African  Development  Bank,  and  the 
European  Bank  for  Reconstruction  and  Development  (EBRD)  —  are  an 
important  financing  source  for  U.S.  exports  and  American  jobs.  Last 
year,  $2.7  billion  in  U.S.  procurement  came  directly  through  MDB- 
financed  projects,  supporting  about  54,000  American  jobs.  Firms  all 
across  America  have  won  MDB-financed  contracts  in  recent  years.  The 
indirect  impact  to  the  American  economy  is  larger  still. 

Yet,  U.S.  firms,  particularly  small-  and  medium-sized  exporters,  have  not 
aggressively  and  consistently  sought  international  business  opportunities 
financed  by  the  MDBs.  Factors  that  may  discourage  their  participation  are  a 
lack  of  access  to  timely  and  detailed  information  on  projects  under 
consideration  by  the  Banks;  unfamiliarity  with  international  competitive 
bidding  procedures;  and  difficulty  of  doing  business  in  developing  markets. 

We  have  increased  the  support  provided  to  exporters  who  pursue 
procurements  through  the  MDBs.  Our  objectives  are  to  assure  that  U.S. 
firms:  ( I )  are  made  aware  of  business  opportunities  from  the  MDBs  as  early 
as  possible  in  the  project  cycle,  and  (2)  have  a  fair  chance  to  compete  with 
firms  Irom  other  countries.  To  meet  these  objectives,  we  have: 
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COMPANIES  SEIZE  OPPORTUNITIES 

AFFORDED  BY  MULTILATERAL 

DEVELOPMENT  BANKS 

Process  Systems,  a  Charlotte,  N.C.  manufacturer  of  metering 
systems,  working  closely  with  Commerce  Department's  Greensboro 
district  office  and  using  information  provided  by  our  iWD8  Counseling 
Center,  recently  won  a  series  of  Wortd  Bank-financed  contracts  in 
Argentina  totaling  $300,000.  Because  of  this  initial  success,  the  com- 
pany subsequently  concluded  a  joint  venture  with  ABB  t^edkiores  to  sell 
utiity  systems  to  EPEC  —  one  of  Argentina's  largest  publK  utiHies. 


•  Opened  a  new  MDB  Counseling  Center  at  the  Commerce  Department 
in  May  1994  to  disseminate  timely  information  on  upcoming  procure- 
ment opportunities.  This  Center  advises  U.S.  businesses  on  programs 
and  projects  financed  by  the  MDBs  and  provides  access  to  a  variety  of 
electronic  databases  that  contain  information  on  MDB  project  pipe- 
lines, policies,  and  reports. 

•  Stressed  business  development  and  ex- 
port promotion  as  a  high  priority  of  the 
U.S.  Executive  Directors  and  Alternates 
at  the  Banks. 


Thmugh  ffie  assistance  ofoor  Asian  Devetopment  Bank  (ADB)  liaison 
officer  and  the  U.S.  Executive  Director's  office,  a  Maryland  firm  was 
awarded  a  $5  milkm  contract  finanoed  by  the  ADB  to  supply  telecom- 
munKations  equipment  te  the  Indian  government 


•  Co-hosted  with  local  groups  more  than 
40  information  programs  in  21  cities 
around  the  country,  with  more  than  1 ,500 
participants. 

•  Added  procurement  liaison  and  support 
staff  to  the  MDB  Executive  Director's 
offices. 

t  •  Developed  a  pilot  program  to  focus  on 

i  Inter-American  Development  Bank-fi- 

i  nanced  procurement  opportunities  to  test 

■  the  effectiveness  of  our  MDB  strategy. 

•  Restructured  two  TDA  funds  at  the 
EBRD  and  the  International  Finance  Cor- 
poration (IFC).  Called  Evergreen  be- 
cause they  will  continually  be  replen- 
ished, the  funds  provide  U.S.  companies 
more  opportunities  to  conduct  feasibil- 
ity studies  on  EBRD  and  IFC  projects. 

In  addition  to  the  programs  outlined  above,  current  interagency  initiatives 
include:  a  trade  finance  training  course  for  overseas  commercial  staff; 
enhanced  outreach  activities  through  participation  by  Ex-lm  Bank,  TDA, 
and  OPIC;  and  better  coordination  between  the  Departments  of  State  and 
Commerce  and  AID  in  the  collection  and  dissemination  of  MDB  project 
information. 

We  are  focusing  on  additional  actions  necessary  to  implement  fully  the 
intent  of  the  MDB  recommendations  in  last  year's  Report.  We  are 
improving  the  quality,  timeliness,  and  scope  of  information  regarding  MDB 
opportunities  provided  to  U.S.  companies  by  upgrading  our  communication 
systems  and  requiring  our  personnel  to  forward  information  to  the  MDB 
office  in  a  prompt  manner.  We  will  also  improve  the  training  of  U.S. 
government  personnel  who  assist  U.S.  firms  seeking  business  through 
MDB-supported  projects. 
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Implementing  the  65  Recommendations  of  the  1993  Report 

Removing  Obstacles  to  Exporting 

One  of  the  key  goals  we  set  last  year  was  the  removal  or  reduction  of 
government-imposed  obstacles  to  U.S.  exports,  both  at  home  and  abroad. 
Impediments  to  trade,  particularly  from  obsolete  regulations,  have 
unnecessarily  restricted  our  exports.  These  regulatory  obstacles  are  also 
among  the  most  frequently  raised  issues  in  our  consultations  with  the 
American  business  community. 


'Silicon  Graphics  has  experienced 
tremendous  growth  this  year  —  due 
primarily  to  recent  changes  to  US. 
export  control  regulations.  In  fact,  we 
have  seen  our  shipments  to  China 
double.  Before  the  liberalization  of 
export  controls  that  began  in  1993, 
our  licensing  lead  time  averaged  150 
days.  By  March  of  this  year,  our  lead 
time  averaged  100;  and  by  June  30, 
export  licensing  took  only  a  few 
weeks.  This  rapid  decrease  in  licens- 
ing lead  time  has  enabled  Silicon 
Graphics  to  double  Its  volume 
shipped,  and  double  the  orders 
received  from  China.' 

Robert  R  Bishop. 
President,  Silicon  Graphics 
Wortd  Trade  Corpofation 


The  total  value  of  goods  requiring 

Individual  Validated  Licenses  (IVLs) 

pnor  to  export  has  dropped  dramatically 

over  the  last  four  quarters 


To  address  these  concerns,  we  have  taken  a  number  of  important  actions 
in  the  past  year.  In  accordance  with  U.S.  national  security  and  foreign 
policy  interests,  the  Administration  has  significantly  liberalized  controls 
on  computers  and  telecommunications  exports  and  streamlined  the  export 
control  process. 

We  have  reduced  potential  trade  barriers  by  assisting  American  firms  to 
meet  foreign  regulatory  requirements,  promoting  the  adoption  of  U.S. 
standards,  and  supporting  the  harmonization  of  international  standards 
and  certification  procedures. 

In  the  coming  year,  we  will  examine  ways  to  combat  effectively  bribery 
and  corrupt  business  practices  that  distort  free  and  fair  international 
competition. 

Export  Controls 

Over  the  last  year,  the  Clinton  Administration  has  made  major  progress  in 
eliminating  unnecessary  and  ineffective  export  controls  and  streamlining 
the  export  control  process.  It  has  simultaneously  strengthened  the 
implementation  and  enforcement  of  those  export  controls  which  are  still 
required  by  U.S.  efforts  to  combat  proliferation  and  by  other  U.S.  national 
security  and  foreign  policy  interests.  These  actions  have  greatly  reduced 
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'As  is  evident  by  these  unprec- 
edented computer  decontrols,  ttte 
Clinton  Administration  is  committed  to 
economic  growth  and  ci\ange.' 


Ronald  Brown,  Secretary 
of  Commerce 


significant  obstacles  for  exporters.  In  fact,  the  number  of  goods  requiring 
prior  export  authorization  from  the  Department  of  Commerce  has 
dropped  significantly  over  the  past  year.  Since  last  year's  Report,  the 
value  of  goods  requiring  individual  validated  licenses  (IVL)  has 
decreased  from  $6.1  billion  per  quarter  to  $1.9  billion  —  an  annualized 
figure  of  over  $16  billion.  When  added  to  the  decreased  use  of 
distribution  licenses,  which  authorize  multiple  shipments  of  controlled 
goods,  the  total  reduction  of  goods  requiring  prior  export  authorization 
exceeds  $32  billion. 

Liberalization  of  Export  Controls 

Computers:  In  September  1993,  the  United  States  controlled  the  export 
of  computers  operating  at  over  12.5  MTOPS  (million  theoretical 
operations  per  second  —  a  measure  of  the  processing  speed  of  the 
computer).  This  control  level  required  licensing  authorization  for  almost 
any  computer  above  the  level  of  a  desktop  personal  computer  and  even 
restricted  the  export  of  some  of  those.  In  last  year's  Report,  we  announced 
that  steps  would  be  taken  to  raise  the  control  level  for  computer  exports  to 
most  destinations  to  500  MTOPS.  When  fiilly  implemented,  this  action 
was  to  free  about  $30  billion  of  computer  exports  per  year  from  licensing 
requirements. 

The  Administration  has  exceeded  its  goal.  Computer  exports  only  need 
prior  authorization  if  the  performance  is  above  1000  MTOPS,  if  the 
shipment  is  destined  to  relatively  few  countries  of  concern,  or  if  it  is 
bound  for  military'  end-users  in  certain  countries.  The  1000  MTOPS  level 
for  individual  validated  export  licenses  is  applicable  to  Russia  (and  other 
countries  of  the  former  Soviet  Union)  and  China  ^  rapidly  emerging 
markets  with  great  potential  for  the  future.  This  1000  MTOPS  level  was 
made  possible  by  the  implementation  of  a  new  general  license  "GLX" — 
which  recognized  the  changing  security  environment,  symbolized  by  the 
termination  of  the  Coordinating  Committee  on  Multilateral  Export 
Controls  (CoCom). 

Supercomputers:  A  year  ago,  the  definition  of  a  "supercomputer"  for 
export  control  purposes  had  been  overtaken  by  technology  and  was  out  of 
date.  We  proposed  to  increase  the  definition  of  a  supercomputer  from  1 95 
to  2000  MTOPS.  Consistent  with  our  international  commitments,  the 
Administration  raised  the  supercomputer  threshold  on  December  10, 
1993,  to  1500  MTOPS  on  an  interim  basis.  Multilateral  negotiations 
continue  to  work  toward  attaining  the  2000  MTOPS  threshold. 
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'The  Administration  deserves 
tremendous  credit  for  listening  to 
industry  needs  and  truly  finding  the 
right  balance  t)etween  U.  S.  economic 
security  and  military  security  in 
determining  export  policy. ' 

Robert  B.  Palmef,  Pre»idert 
and  CEO,  Digital  Equipment 
Corporation 


Telecommunications:  We  have  eliminated  the  need  for  prior 
authorization  for  exports  of  most  telecommunications  equipment  to  most 
destinations  and  end-users.  U.S.  telecommunications  manufacturers  can 
now  compete  on  a  level  playing  field  in  such  large  potential  markets  as 
China  and  Russia.  The  liberalization  actions  taken  in  October  1993  and 
March  1994  exceed  the  goal  we  set  last  September. 

Streamlining  of  the  Export  Licensing  Process 

The  Administration  has  taken  significant  steps  to  institute  procedural 
reforms  of  the  export  control  system.  It  has  addressed  the  gridlock  of  the 
past  through  administrative  steps  and  interagency  agreements  and  has 
recommended  specific  reforms  in  its  proposal  to  Congress  for  a  new 
Export  Administration  Act  (EAA).  The  main  features  of  our  actions  to 
date  and  EAA  proposal  include: 

•  Reduction  in  the  number  of  licenses  required.  We  have  reduced  total 
license  application  volume  from  over  25,000  in  1993  to  less  than 
1 5,000  expected  in  1994. 

•  Reduction  in  the  time  taken  by  the  U.S.  government  to  process  indi- 
vidual licenses.  The  Administration's  EAA  legislative  proposals 
would  reduce  the  maximum  processing  time  by  25  percent. 

•  Strict  time  limits  for  license  review  and  a  "default  to  decision" 
process  to  ensure  rapid  decision  making  and  escalation  of  license 
applications. 

Enhanced  Economic  Analysis  for  Export  Controls 

The  Commerce  Department  is  improving  its  economic  analytical 
capabilities  by  establishing  a  Strategic  Industries  Economic  Security 
office  in  October  1994,  This  office  will  analyze  the  economic 
consequences  of  proposed  changes  to  U.S.  export  controls  and  licensing 
decisions.  The  office  will  also  focus  on  maintaining  the  U.S.  industrial 
base,  promoting  defense  conversion,  and  analyzing  the  availability  from 
foreign  sources  of  items  subject  to  export  controls. 
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Communication  with  the  Private  Sector 

The  Administration  has  stepped  up  its  efforts  to  inform  the  private  sector 
of  the  export  control  reforms  underway: 

•  Commerce  has  begun  publishing  The  BXA  Insider,  a  quarterly  nevvs- 
iener  containing  up-to-date  guidance  for  the  exporting  community. 
This  new  publication  is  distributed  to  more  than  30,000  exporters. 

•  In  1 994  the  Commerce  and  State  Departments  conducted  joint  mu- 
nitions and  dual-use  export  control  seminars  across  the  country. 

•  Pending  passage  of  the  EAA  of  1994,  the  Commerce  Department 
will  publish  a  customer-oriented  information  handbook  that  will  pro- 
vide a  single  comprehensive  source  of  U.S.  export  regulation  require- 
ments. It  will  also  contain  a  detailed  list  of  Commerce  and  State 
Department  contact  points. 

Commodity  Jurisdiction 

In  order  to  eliminate  duplicative  licensing  requirements,  an  interagency 
group  has  reviewed  the  State  Department's  Munitions  List  and  the 
Commerce  Department's  Control  List  to  identify  overlapping 
commodities.  We  obtained  input  from  industry  officials  and  prepared  a 
report  detailing  the  overlapping  commodities. 

As  a  result,  we  have  made  progress  and  have  published  several 
regulations  transferring  nonmilitary  items  such  as  the  space  station, 
inertial  navigation  systems,  focal  plane  arrays,  image  intensifiers  and 
related  technical  data,  from  the  Munitions  List  to  the  Commerce  List.  In 
addition,  a  regulation  clarifying  a  previous  International  Trade  in  Arms 
Regulation  (ITAR)  publication  of  the  Missile  Technology  Control 
Regime  Annex  will  be  published  soon.  Progress  on  resolving  the 
outstanding  issues  of  commercial  satellites  and  developmental  aircraft  is 
expected  in  the  near  future. 

Unilateral  Controls 

The  Administration  is  reviewing  U.S.  unilateral  controls  in  order  to 
eliminate  unnecessary  controls.  A  final  report  is  expected  in  fall  1994. 
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Simplification  of  Export  Control  Regulatory  Requirements 

In  consultation  with  the  private  sector,  the  Commerce  Department  is 
revising  the  Export  Administration  Regulations  governing  export 
licensing.  The  rewrite  is  scheduled  to  be  completed  by  December  31, 
1994,  in  accordance  with  our  Report  of  last  year.  In  addition,  the 
Commerce  Department  has  taken  steps  to  clarify  the  application  of 
regulations  implementing  the  Enhanced  Proliferation  Control  Initiative. 
Specifically,  it  provided  guidance  in  a  Federal  Register  notice  dated 
December  23,  1 993,  to  make  the  regulations  clearer  and  to  focus  them  on 
proliferation  concerns.  A  rule  clarifying  exporter  responsibilities  and 
licensing  requirements  under  the  initiative  is  scheduled  for  publication  in 
early  fall  1994. 

Interagency  Systems  Improvements 

We  are  completing  a  project  to  improve  the  interface  between  the 
automated  licensing  systems  of  various  agencies.  We  have  held 
discussions  on  the  "classified  processing"  of  secret  materials,  and  are 
reviewing  the  feasibility  of  building  a  small  automated  system  for 
classified  data  to  support  our  licensing  officers.  We  will  implement  an 
"imaging  system"  to  complement  the  current  Export  Control  Automated 
Support  System.  This  will  expedite  the  retrieval  of  data  received  fhjm 
exporters  and  will  facilitate  the  sharing  of  information  between  agencies. 
The  Commerce,  Defense,  Energy,  and  State  Departments  have  agreed  to 
streamline  license  disposition  codes  to  improve  the  transmission  of  final 
case  disposition  data  among  agencies. 

Adaptation  of  the  Multilateral  Control  System  to 
Address  Proliferation  Threats 

The  United  States  has  played  an  active  role  in  helping  increase  the 
effectiveness  of  the  multilateral  control  regimes.  We  have  made  great 
progress  in  several  areas,  notably  in  harmonizing  the  lists  of  items  to  be 
controlled.  The  United  States  also  has  led  efforts  for  a  prudent  increase 
in  membership  in  the  regimes  and  has  encouraged  non-member  countries 
to  adhere  to  the  guidelines  and  control  agreements. 

In  response  to  the  demise  of  the  Soviet  Bloc,  members  of  CoCom 
terminated  the  organization  on  March  31,  1994.  Since  then,  the  United 
States  has  led  former  CoCom  members  in  developing  a  successor 
multilateral  export  control  regime.  The  new  regime  will  promote 
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'Success  in  the  international  mari(et 
today  requires  manufacturers  to  sell 
their  products  globally  —  which,  in 
turn,  requires  harmonized  product 
standards.  The  U.S.  government 
worked  with  us  to  help  ensure  that 
the  European  regulatory  process  vfiH 
take  the  U.S.  perspective  into 
account.' 

Roger  Stapf,  Prmktont,  Engine 
Manutacturere  Association  and 
Program  Manager.  Caterpillar,  Inc 


transparency  and  responsible  trade  in  arms  and  sensitive  dual-use 
transfers.  Members  will  implement  through  their  national  laws  common 
approaches  to  countries  of  concern. 

The  end  of  CoCom  and  the  changing  world  environment  highlight  the 
need  to  develop  effective  export  control  regimes  in  the  former  Soviet 
Union.  Several  agencies  are  expanding  efforts  to  work  with  these 
countries  in  developing  export  control  systems  that  will  help  stem 
proliferation.  We  have  been  providing  export  control  assistance  to  these 
countries  including,  sharing  information  on  the  legal  bases  for  export 
controls,  regulatory  and  licensing  procedures,  enforcement  methods, 
training,  and  automation  and  other  administrative  support. 

Product  Standards 

A  second  obstacle  frequently  cited  by  U.S.  exporters  is  the  burden 
imposed  by  foreign  standards  and  regulatory  entities.  Most  U.S.  exports 
today  must  meet  product  standards  and  specifications  dictated  by  a 
foreign  government  or  private  customer.  With  many  exporters 
conducting  business  in  several  countries,  this  can  be  a  costly  burden, 
particularly  for  smaller  companies.  A  typical  U.S.  machine  manufacturer 
may  spend  $50,000  to  $  1 00,000  a  year  complying  with  foreip  standards 
requirements.  In  addition,  foreign  product  standards  and  certification 
requirements  affect  about  half  of  all  U.S.  exports  —  approximately  $300 
billion  in  1993.  For  example,  as  much  as  $45  billion  of  our  exports  will 
need  to  be  manufactured  in  plants  approved  and  certified  according  to  the 
requirements  of  the  international  quality  management  standard  called 
International  Standards  Organization  (ISO)  9000. 
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Product  standards  is  an  area  of  U.S. 
competitiveness  that  can  be  con- 
structively addressed  by  examin- 
ing how  U.S.  government  regula- 
tions and  the  actions  of  regulatory 
agencies  affect  access  to  foreign 
markets.  In  many  cases,  foreign 
regulationsdiffer substantially  from 
our  own  procedures.  Often  these 
requirements  cost  U.S.  exporters 
additional  money  and  time  as  they 
seek  to  bring  their  products  into 
compliance.  Each  year  tens  of 
billions  of  dollars  of  our  exports 
face   barriers   posed   by   foreign 
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TRAINING  PROGRAM  HELPS 

SMALLER  FIRMS  WITH  ISO 

9000  REGISTRATION 

The  New  England  Trade  Adjustment 
Assistance  Center  (NETAACj,  funded  by 
the  Department  of  Commerce,  sponsors 
the  Collat)orative  Training  Program  —  an 
ISO  9000  compliance  program  for  small- 
and  medium-sized  manufacturers  in  New 
England.  NETAA  C  has  developed  a  com- 
prehensive training  program  whic^  allows 
companies  to  jointly  follow  a  prescrit)ed, 
proven  track  to  become  ISO  9000  com- 
pliant, at  a  fraction  of  the  usual  cost  to 
hire  a  private  consultant.  According  to 
Stuart  Booth,  President  of  Roma  Color,  a 
small  Fall  River,  Massachusetts-based 
manufacturer  of  pigments  for  inks, 
'NETAAC's  program  has  given  Roma 
Color  a  cost-effective  and  comprehensive 
way  to  become  ISO  9000  compliant,  which 
is  critical  for  us  to  do  business  in  the 
entirB  world.  We  are  now  recognized  as 
a  gbbally  competitive  company  which  has 
increased  our  export  sales  significantly  ° 


standards.  The  U.S.  government,  through  its  regulatory  agencies,  can  play 
a  critical  role  in  reducing  burdensome  regulatory  requirements  overseas. 
Over  the  past  year,  U.S.  agencies  have  developed  a  number  of  important 
approaches  to  help  facilitate  exports.  This  section  summarizes  major 
activities  stemming  from  last  year's  Report.  A  more  detailed  description 
of  our  efforts  in  each  category  is  provided  in  Appendix  3. 

Promotion  of  U.S.  Standards,  Certification  and 
Accreditation  Requirements 

We  are  working  with  the  U.S.  business  community  to  promote  the 
adoption  of  U.S.  standards  in  foreign  countries  and.  where  appropriate, 
greater  harmonization  of  global  standards.  This  is  particularly  important 
in  developing  countries  and  markets  lacking  an  adequate  regulatory 
infrastructure.  Encouraging  foreign  nations  to  adopt  American  standards 
and  procedures  helps  ensure  market  access  and  lowers  costs  for  exporters. 
Major  activities  include  promoting  the  adoption  of  U.S.  standards, 
providing  technical  training  for  foreign  governments,  and  negotiating 
bilateral  agreements. 

Enhanced  U.S.  Government  Participation  in 
International  Standards  Activities 

U.S.  regulatory  and  technical  agencies  also  facilitate  the  establishment  of 
international  regulations  that  are  consistent  with  U.S.  standards,  thereby 
reducing  costs  to  U.S.  exporters.  In  the  past  year,  the  active  role  played  by 
the  U.S.  agencies  in  international  standards  organizations  has  assisted 
important  U.S.  export  sectors. 

Increased  U.S.  Government  Support  of  Private 
Sector  Activities 

To  facilitate  overseas  sales,  U.S.  firms  must  be  knowledgeable  about 
foreign  standards  and  regulations.  Information  on  standards  is  of  vital 
importance  to  making  competitive  products.  Federal  agencies  have  taken 
a  number  of  steps  to  provide  American  firms  with  information  on  foreign 
regulatory  requirements,  develop  training  programs  to  assist  exporters, 
and  promote  consideration  of  regulatory  changes  that  advance  U.S. 
competitiveness. 
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Upcoming  Plans 

As  part  ot'our  program  for  1 995,  we  will  build  on  our  current  efforts  with 
a  number  of  new  initiatives. 

Improve  Issuance  of  Food  and  Drug  Administration's  Export 
Certificates:  There  has  been  an  exponential  increase  in  the  last  several 
years  in  the  number  of  export  certificates  requested  from  the  Food  and 
Drug  Administration  (FDA)  by  U.S.  companies  for  products  under  their 
jurisdiction.  Many  countries  require  such  certificates,  straining  FDA 
resources  and  resulting  in  delays  and  lost  U.S.  sales.  We  are  considering 
ways  to  provide  FDA  with  legislative  authority  to  collect  user  fees  for 
export  certificates  from  firms  that  request  them  and  allow  the  collected 
revenues  to  be  used  for  FDA's  trade-related  activities. 

Develop  Agreements  on  Conformity  Assessment  to  Facilitate  Trade: 
The  proliferation  of  foreign  product  approval  and  conformity 
requirements  raises  the  cost  of  exporting.  Increasingly,  negotiations  of 
bilateral  mutual  recognition  agreements  are  aimed  at  lowering  these 
barriers.  U.S.  regulatory  agencies  are  important  to  the  success  of  these 
negotiations.  The  Office  of  the  U.S.  Trade  Representative,  the 
Commerce  and  State  Departments  and  other  trade  agencies  will  work 
with  U.S.  regulatory  and  procurement  authorities  to  facilitate  technical 
and  trade  agreements  that  expand  market  access,  while  maintaining  high 
levels  of  consumer  protection  and  safety. 

Support  Trade-Related  Dispute  Resolution:  Dispute  resolution 
proceedings  under  the  North  American  Free  Trade  Agreement  (NAFTA) 
and  the  new  World  Trade  Organization  (WTO)  may  require  many  more 
evaluations  of  the  differences  between  the  U.S.  and  foreign  regulatory 
systems.  We  are  considering  ways  to  fund  studies  on  the  issue  diat  will 
help  the  U.S.  government  meet  its  NAFTA  and  WTO  obligations. 

Increase  Outreach  to  Foreign  Experts:  U.S.  exporting  interests  have 
linle  influence  on  the  standards  process  in  many  importing  countries. 
Personal  contacts  and  strong  working  relationships  with  standards 
development  authorities  and  regulators  can  foster  acceptance  of  U.S. 
technology  and  practice  in  other  countries.  We  will  develop  a  program 
to  familiarize  foreign  government  and  private  sector  representatives  with 
U.S.  technology,  standards,  and  regulatory  requirements.  We  also  will 
consider  the  overseas  placement  of  representatives  of  Federal  regulatory 
agencies  to  develop  cooperative  relationships  and  advocate  U.S. 
technical  positions  and  standards. 
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Facilitate  Exports  through  Accreditation  of  U.S.  Conformity 
Assessment  Programs:  Increasing  demand  in  foreign  markets  for 
product  certification  has  led  government  and  private  sector  buyers  to  rely 
more  heavily  on  the  services  of  testing  labs  and  certifiers.  Accreditation 
is  particularly  important  to  small-  and  medium-sized  exporters  who  rely 
on  the  recognition  of  the  test  lab  or  registrar  as  a  means  to  gain  market 
entrv'.  We  will  explore  a  unified  approach  to  accreditation  of  U.S. 
conformity  assessment  bodies  as  a  means  to  promote  wider  acceptance  by 
foreign  organizations.  The  Commerce  Department  will  lead  a  dialogue 
among  government  and  industry  to  develop  a  unified  plan  for  gaining  or 
accelerating  the  international  recognition  of  U.S.  conformity  assessment 
activities. 

Expand  the  International  Recognition  of  U.S.  Automotive 
Regulations  and  Standards:  The  U.S.  government  has  proposed  that 
the  UN  Economic  Commission  for  EuropeAVorking  Party  29  be 
transformed  from  a  regional  European  automotive  regulations  body  to  an 
international  registry  of  automotive  regulations,  while  providing  for 
Europe's  regulatory  function  in  an  auxiliary  agreement.  The 
Environmental  Protection  Agency  and  the  Department  of  Transportation, 
with  assistance  from  the  State  Department  and  other  agencies,  will  work 
to  conclude  these  "1958  Agreement"  negotiations  and  thus  establish  a 
world  registry  for  automotive  products  regulations. 

Develop  Mandate  for  Technical  Agencies  to  Place  Higher  Priority  on 
Standards  that  Affect  Exports:  Although  Federal  agencies  participate 
in  standards  activities  related  to  their  respective  regulatory  responsibili- 
ties, agencies  frequently  refrain  from  participation  in  many  projects  that 
affect  U.S.  competitiveness.  We  will  support  programs  to  increase 
Federal  agency  participation  in  voluntary  and  international  standards 
activities. 

Anti-Bribery  Initiative 

Unlike  the  United  States,  most  nations  do  not  provide  for  legal  sanctions 
for  the  bribery  of  foreign  officials  by  their  nationals  or  companies.  In  this 
country,  the  Foreign  Comipt  Practices  Act  (FCPA)  makes  it  a  crime  for  a 
U.S.  person  to  bribe  an  official  of  a  foreign  counuy  to  obtain  or  retain 
business.  While  the  FCPA  should  not  be  changed,  the  Administration 
advocates  pursuing  efforts  in  conjunction  with  international  institutions 
(for  example,  the  Organization  for  Economic  Cooperation  and 
Development  (OECD))  that  prevent  companies  of  other  countries  from 
making  illicit  payments. 
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Removmg  Otstades  (o  Exporting 


'Our  companies  are  losing  hundreds 
of  millions  of  dollars  in  contracts 
every  year  because  their  non- 
American  competitors  are  able  to 
bribe  foreign  officials  while  American 
companies  are  bound  by  our  Foreign 
Corrupt  Practices  Act  ...the  time  is 
long  overdue  for  international  action 
on  this  front. this  is  a  problem  for 
American  business  abroad,  and  we 
want  to  try  to  help  solve  it.  ° 

Warren  ChnsJoptier. 
Secretary  of  State 


Combatting  bribery  is  important  to  ensure  equitable  competitive 
conditions  and  to  promote  policies  of  good  governance  in  developing 
countries.  Companies  should  be  able  to  refer  to  internationally 
recognized  standards  of  behavior  in  order  to  assist  them  in  refusing  to 
engage  in  illicit  practices. 

In  May  1994,  the  U.S.  government,  under  the  lead  of  the  State 
Department,  convinced  the  OECD  to  adopt  a  recommendation  calling 
upon  all  members  to  take  effective  measures  to  combat  bribery  through 
domestic  action  and  international  cooperation.  OECD  members  agreed 
that  action  at  the  national  and  international  levels  is  needed  to  dissuade 
both  enterprises  and  public  officials  from  resorting  to  bribery  when 
negotiating  international  business  transactions.  One  of  the  most 
important  measures  the  OECD  members  could  take  would  be  to  follow 
the  example  of  the  United  States  in  making  it  a  crime  to  bribe  the  officials 
of  another  counu^ .  The  United  States  will  be  actively  engaged  in 
implementing  the  recommendation  and  monitoring  its  effectiveness. 

In  the  coming  year,  we  will  provide  appropriate  assistance  and  support  to: 

•  Follow-up  activities  in  the  OECD. 

•  Multilateral  organizations  (such  as  the  World  Trade  Organization 
and  the  United  Nations)  to  take  actions  to  deter  and  prevent  illicit 
payments. 

•  Transparency  International,  a  non-profit  private  sector  group,  which 
has  been  expanding  its  efforts  to  obtain  adherence  of  multinational 
firms  to  a  voluntary  code  that  would  prohibit  bribery. 

•  The  Business  Roundtable,  which  has  formed  a  working  group  to 
explore  means  of  dealing  with  bribery  in  international  commerce. 
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Implementing  the  65  Recommendations  of  the  1993  Report 

Helping  Small- and  Medium -Sized  Businesses 


'From  the  beginning,  the 
National  Export  Strategy  has  been 
designed  to  address  the  critical 
needs  ofAmenca's  small-  and  mid- 
sized companies.  Each  day.  more 
and  more  of  these  companies  are 
coming  to  understand  that  to  com- 
pete domestically  they  must  also 
compete  internationally ' 

Erekjne  Bowles,  Administrator. 
Small  Business  Administration 


US  exports  are  highly 

concentrated  50  firms  account 

for  half  of  the  manufactunng 

sectors  exports 


Although  the  U.S.  government  has  instituted  a  number  of  programs  to  help 
small-  and  medium-sized  business,  we  can  do  much  more  to  reach  these 
companies.  As  the  following  chart  illustrates,  the  bulk  of  U.S.  exports  by 
the  manufacturing  sector  is  sold  by  a  very  few  U.S.  firms.  The  e.xport 
success  of  many  smaller  companies  has  been  limited  for  a  number  of 
reasons,  including  unfamiliarity  with  the  mechanics  of  exporting,  lack  of 
export  finance,  and  scarcity  of  information  about  foreign  markets.  In  the 
past,  government  efforts  have  focused  on  exhorting  firms  to  export,  rather 
than  pro\  iding  counseling  tailored  to  the  needs  of  individual  firms.  As 
recommended  in  last  year's  Report,  we  have  undertaken  a  number  of 
initiatives  to  help  small  and  inexperienced  companies.  These  activities  range 
(rem  expanding  access  to  trade  finance  to  opening  new  Export  Assistance 
Centers  around  the  country  to  upgrading  our  overseas  commercial  operations. 

Export  Share*  in  U.S.  Manufacturing 
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SMALL  BUSINESS  DEEMS  GOVERNMENT  HELP  CRITICAL  TO  SUCCESS 

Applied  Geographies,  Inc.,  a  three-year  old,  Boston-based,  woman-owned  firm  specializing  in  Geographic 
Infonnatm  Systems  (GIS),  signed  a  contract  in  1994  for  $500,000  for  a  GIS  project  creating  a  digital  database 
for  a  portion  of  the  water  and  sewer  system  in  Mexico  City.  According  to  Joan  Ganiner,  President:  The  fact  that 
the  Department  of  Commerce  is  willing  to  support  small  business  is  critical  for  our  success.  As  a  result  of  this 
first  contract  in  Mexico,  AGI  is  pursuing  other  opportunities  in  Mexico.  A  key  factor  in  attaining  successful 
contracts  is  financing.  Thmugh  venous  workshops,  individual  contacts  with  vahous  Federal  departments  and 
through  the  Embassy  in  Mexico  City,  AGI  has  been  able  to  obtain  valuable  information  necessary  for  such 
projects.  We  were  in  Washington,  DC  for  a  meeting  and  found  out  about  an  opportunity.  We  called  the  Depart- 
ment of  Commerce  and  within  two  hours  had  a  meeting  with  an  olfKial  atnut  financing  opportunities.  This 
service  is  invaluable  to  a  small  company' 

'It  is  impossible  to  estimate  the  importance  of  Federal  assistance  when  dealing  abroad.  When  offnials,  publK 
or  private,  in  other  countnes  know  that  the  government  is  supporting  your  efforts  it  goes  a  long  way  to  a 
successful  negotiation.  For  small  businesses  like  AGI,  the  Trade  Promotion  Coordinating  Committee's 
programs  provide  such  support  whnh  gives  us  a  level  of  credibiity  that  we  couki  not  develop  on  our  own. ' 
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Helping  Small-  and  Medium-Sized  Businesses 


EX-IM  PRAISED  FOR 
SMALL  BUSINESS  HELP 

'Today  we  funded  the  [Geological 
Supply  Company's]  line  of  credit  un- 
der the  $500,000  approval  which  we 
recently  received  from  your  office. 
Thank  you  for  your  expeditious  han- 
dling of  this  transaction  .  Through  your 
agency's  help,  we  have  made  it  pos- 
sible for  a  small  company  to  increase 
its  exports  to  Mexico  by  at  least  200 
percent  The  business  will  be  very 
profitable  for  the  company  as  well  as 
contribute  beneficially  to  our  trade  bal- 
ance. I'll  look  forward  to  future  trans- 
actions witti  your  agency  helping  small 
Dallas  exporters  in  ffie  process .' 


Letter  from  Keith  Schmidt, 
Vice  President,  Texas 
Central  Bank,  Dallas,  TX 


Trade  Finance  for  Small-  and  Medium-Sized  Exporters 

The  trade  finance  agencies  have  introduced  a  series  of  improvements  to  the 
support  that  they  provide  small-  and  medium-sized  business  in  accordance 
with  the  recommendations  in  last  year's  Report.  The  ongoing 
harmonization  of  the  working-capital  programs  of  the  Export-import  Bank 
of  the  United  States  (Ex-Im  Bank)  and  the  Small  Business  Administration 
(SBA).  coupled  with  refinements  to  existing  Ex-lm  Bank  programs,  will 
significantlN  improve  accessibility  of  financing  for  smaller  exporters. 
Additionally,  we  plan  to  evaluate  the  trade  finance  needs  of  smaller  firms 
through  surveys  and  comparative  analyses. 

Pre-Export  Working  Capital:  Ex-lm  Bank  and  the  SBA  have  developed 
a  streamlined,  simplified  export  working  capital  guarantee  program 
scheduled  to  begin  October  I,  1994,  pending  legislative  changes  necessary 
for  SBA  as  recommended  in  the  1993  Report.  The  two  agencies 
harmonized  their  programs  to  create  a  single  U.S.  government  working- 
capital  program  to  reach  a  much  broader  spectrum  of  lenders  and  exporters. 
A  single  application  form  will  be  available  for  all  firms.  Applicants' 
requests  will  be  processed  by  SBA  if  the  loan  guarantee  amounts  are  less 
than  $750,000  and  are  "SBA  qualified"  businesses.  All  other  requests  will 
be  processed  by  Ex-lm  Bank. 

The  new,  unified  program  has  drawn  upon  the  best  features  of  its  two 
predecessors:  an  extensive  SBA  field  network  with  local  visibility  and  access 
and  personnel  tlilly  trained  in  all  aspects  of  the  program,  combined  with  a 
streamlined,  simplified  and  financially  attractive  Ex-lm  Bank  program.  In 
addition,  we  have  increased  the  program's  capacity  through  the  expansion  of 
delegated  authority  for  approved  financial  institutions,  and  increased  limits  in 
the  Priority  Lender  Program  for  streamlined  processing  of  transactions. 

To  expand  the  availability  of  pre-export  financing,  we  have  arranged  for  the 
Private  Export  Funding  Corporation  (PEFCO),  a  consortium  of  commercial 
banks  and  other  users  of  the  Bank,  to  purchase  the  Ex-lm  Bank  guaranteed 
portion  of  working  capital  loans,  thereby  increasing  liquidity  in  the  market 
Moreover,  PEFCO  will  operate,  on  a  pilot  basis,  a  lender-of-last-resort  program 
so  that  qualified  exporters  who  cannot  get  financing  from  commercial  sources 
can  receive  financing  through  PEFCO. 

Insurance:  To  provide  additional  support  for  short-term  transactions,  Ex-lm 
Bank  has  increased  the  per  annum  sales  limit  of  its  Small  Business  and  Umbrella 
insurance  policies  fi-om  $2  million  to  $3  million.  These  policies  give  the  smaller 
exporter  the  benefits  of  no  deductible  and  "hold  harmless"  protection  for 
exporter  performance  risk.  The  availability  of  discretionary  credit  limits  has 
been  added  to  the  small  business  policy,  thereby  enabling  exporters  to  ship 
goods  without  prior  Ex-lm  Bank  review.  To  ensure  that  the  special  benefits  of 
the  policies  are  properly  targeted  to  smaller  and  newer  exporters,  firms  whose 
annual  export  sales  exceed  $3  million  must  graduate  ftom  the  Umbrella  and 
Small  Business  policies  to  a  standard  export  credit  insurance  policy. 
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Helping  Small-  and  Modium-Sized  Businesses 


'Ex-lm  Bank  wants  to  bring 
export  finance  to  American  small 
businesses  and  open  up  Main 
Street  to  the  wortds  streets. ' 

Kenneth  BnxJy.  Chairman. 
Export-Import  Bank  of  the 
United  Slate* 


'We  have  long  advocated  for 
increased  dty  government  and  Fed- 
eral cooperation  in  the  area  of 
exporting...  with  one  of  M  four  new 
U.S.  Export  Assistance  Centers  in 
Chicago,  our  efforts  to  reach  new 
markets  will  be  dramatically 
enhanced.' 

Richard  M  Daley,  Mayor 

of  Chicago 


The  one-stop  shop  approach  of 
U.S.  Export  Assistance  Centers  has 
been  extremely  helpful  in  boosting 
interest  and  providing  information 
about  export  opportunities  for  Bal- 
timore business...  exports  are 
critic^  to  our  regional  economy,  and 
this  effKient  sen/he  is  helping  us 
increase  our  export  activity,  and  im- 
prove our  tax  base." 

Kurt  L  Schmoke,  Mayor 
orBaHknore 


Assessment  of  Small  Business  Trade  Finance  Needs:  To  obtain  a 
concise  picture  of  the  nature  and  scope  of  small  business  export  finance 
problems  and  gaps,  we  plan  to  undertake  a  comprehensive  export  finance 
survey  of  small  business  exporters.  The  survey  would  provide: 

•  Data  on  how  small  business  goods  and  services  exports  are  being 
financed  and  by  whom. 

•  An  identification  of  those  areas  where  small  business  financing  as- 
sistance is  most  critically  needed  and  the  types  of  financing  most 
useful. 

•  information  on  unfulfilled  financing  needs  that  may  be  unique  to  small 
businesses,  in  particular  industry  sectors,  in  certain  regions,  to  cer- 
tain markets,  and  by  certain  types  of  lenders. 

•  A  basis  to  compare  our  assistance  for  small  business  relative  to  our 
fading  partners. 

•  A  more  targeted  approach  for  Ex-Im  Bank,  SBA,  the  Trade  and 
Development  Agency  (TDA),  the  Multilateral  Development  Bank 
Counseling  Center,  and  the  Overseas  Private  Investment  Corpora- 
tion (OPIC)  to  offer  new  and  improve  existing  programs  as  well  as 
to  allocate  resources  more  efficiently. 

In  addition,  efforts  are  now  underway  to  update  the  Exporter  Data  Base 
(EDB)  developed  by  the  Census  Bureau  in  cooperation  with  the 
International  Trade  Administration.  The  EDB  can  fiimish  an 
informational  "navigation  system"  for  export  promotion,  providing 
essential  data  on  the  number  of  small  business  exporters,  their  geographic 
distribution,  industry  composition,  and  export  performance.  EDB 
statistics  are  currently  available  only  for  1987;  work  is  in  progress  to  develop 
an  EDB  for  1992,  using  records  ftom  the  recent  U.S.  Economic  Census. 

Finally,  to  complement  the  U.S.  government's  knowledge  of  small 
business  export  finance  needs,  plans  call  for  a  comparative  study/analysis 
of  export  finance  programs  offered  by  our  major  competitors  specifically 
for  small  business  needs. 

Export  Assistance  Centers 

Export  Assistance  Centers,  or  "one-stop  shops,"  are  a  key  element  in  our 
plans  to  provide,  in  a  single  convenient  location,  the  hands-on  export 
marketing  and  trade  finance  support  that  small-  and  medium-sized 
companies  need.  The  Export  Assistance  Centers  work  closely  with  state, 
local,  public,  and  private  organi2ations  to  help  American  businesses 
compete  in  the  global  marketplace. 
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Helping  Small-  and  Medium-Sized  Businesses 


'I  am  very  pleased  with  the  service 
provided  by  the  Chicago  Export 
Assistance  Center.  In  the  past,  I 
never  resity  knew  where  to  begin 
looking  for  assistance  relative  to  ex- 
porting. AntkqaimcXworkingwith 
the  government  seemed  over- 
whelming. The  publKity  generated 
by  the  opening  of  the  center  and 
the  one-stop  shop  concept  at- 
tracted my  company' 

John  Brawn.  Director, 
Penray  Companies.  Ir>c. 


In  January,  1 994  we  opened  four  pilot  sites  in  Baltimore,  Chicago,  Miami 
and  Long  Beach  (Calif.)  to  carry  out  the  recommendations  in  last  year's 
Report.  We  have  identified  the  locations  for  1 1  more  sites  around  the 
country  to  be  opened  in  1995.  These  centers  are  interagency  efforts  that 
combine  the  serv  ices  and  programs  of  several  trade  promotion  agencies. 
Staffed  by  personnel  from  the  Commerce  Department,  SBA,  Ex-Im 
Bank,  and  in  one  location,  the  U.S.  Agency  for  International 
Development,  these  centers  provide  information  on  a  wide  range  of 
Federal  export  assistance  programs.  For  example,  small  exporters 
wanting  to  know  more  about  TDA's  feasibility  studies  or  OPIC's 
insurance  programs  no  longer  need  to  call  Washington  DC;  this 
information  is  now  readily  available  locally  at  these  centers. 

At  the  centers,  trained  export  counselors  work  with  clients  to  evaluate 
their  needs  and  help  them  develop  customized  international  business 
strategies.  They  work  with  firms  to  determine  their  export  potential,  find 
new  markets,  and  plan  market  entry  strategies.  In  addition,  exporters  can 
receive,  on  site,  the  trade  finance  assistance  so  vital  to  small  firms.  The 
centers  assist  businesses  in  obtaining  export  credit  insurance,  pre-export 
financing  through  working  capital  guarantee  loans  (see  above),  and 
medium-  and  long-term  loans  and  guarantees  to  overseas  buyers. 

The  centers  focus  primarily  on  export-ready  firms  —  that  is,  those  with 
the  commitment  and  resources  to  establish  or  expand  export  operations. 
For  firms  that  are  not  yet  export-ready,  SBA  is  developing  the  Export 
Trade  Assistance  Partnership.  Working  closely  with  other  agencies,  the 
Small  Business  Development  Centers  and  the  Service  Corps  of  Retired 
Executives,  as  well  as  local  groups,  the  SBA  is  providing  the  foundation 
for  the  next  generation  of  exporters.  This  program  develops  the  export 
capability  of  targeted  small  businesses  by  providing  them  with 
customized  training  and  one-to-one  counseling  before  and  after 
international  trade  shows/missions. 

Working  with  State  and  Local  Partners:  Our  work  plans  for  the  first 
four  assistance  centers  were  developed  in  close  consultation  with  our 
state  and  local  partners,  including  District  Export  Councils,  chambers  of 
commerce.  World  Trade  Centers,  Small  Business  Development  Centers, 
utilities,  ports,  and  international  services  providers.  We  held  town 
meetings  to  discuss  the  design  of  the  centers  and  develop  strategic  plans 
for  their  operations.  Hundreds  of  members  of  the  exporting  communities 
in  Baltimore,  Miami,  Chicago,  and  Long  Beach  were  consulted  in  these 
efforts.  As  a  practical  example  of  our  commitment  to  continued 
cooperation  with  the  local  business  community,  three  of  the  four  centers 
are  located  in  World  Trade  Centers.  District  Export  Councils  at  all  four 
cites  hosted  the  town  meetings  and  opening  ceremonies. 
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Helping  Small-  and  Medium-Sized  Businesses 


EXPORT  ASSrSTANCE 

CENTERS  HELP  SMALL 

EXPORTERS  GROW 

Micros  Systems  Inc.  of  BeltsvUle,  Md., 
a  manufyctufBT  of  point-of-sales  infor- 
mation systems,  appointed  represen- 
tatives in  Chile  and  Argentina  firough 
the  Commerce  Department  Agent/Dis- 
tiibutor  Service  program  The  Argen- 
tinian distributor,  Siemans  Informatica 
of  Buenos  Aires,  placed  a  $120,000  or- 
der. During  a  subsequent  field  visit,  a 
trade  specialist  and  an  Ex-lm  Bank 
marketing  officer  from  the  Baltimore 
center  explored  tf»  financing  needs  of 
fteffirm.  AsaresuttMcmsiscuwentiy 
mrkmg  wHti  Ex-lm  Bank  to  secure  fi- 
nandal  support.  Micros  attested  to  the 
suooess  ofttie  integrated  service  avail- 
abie  through  the  center  during  Vice 
President's  Gore's  National  Perfor- 
mance Review  Golden  Hsgnmer  Award 
ceremony.  Peter  f^odgers,  Vice  Prasi- 
dent  of  Maik^ing  for  Micros  sad,  To 
sit  down  wiOi  both  state  and  Federal 
agencies  together  boking  at  tiie  full 
menu  of  se(vk>es,i  saves  me,  as  head 
of  marketing,  and  our  sales  people,  tre- 
mendous amounts  of  time.  \Mthtime 
bangmoney,  it  helps  us  get  to  our  jobs 
faster  of  serving  our  customers' 

Micros  has  lecentiy  moved  into  a  new 
buMing  and  has  created  six  new  jobs 
as  a  result  of  recent  export  growth. 


Evaluating  Performance:  Because  the  Export  Assistance  Centers  have 
been  in  operation  only  since  January  1994,  it  is  too  early  to  measure 
accurately  their  success  in  terms  of  exports  generated.  Initial  evidence, 
however,  is  encouraging.  The  participating  agencies  are  evaluating  the  pilot 
sites  to  determine  what  improvements  can  be  made  in  the  future.  An 
interagency  review  team  will  visit  each  site  to  talk  with  the  staff,  the  local 
partners  and,  most  importantly,  the  clients.  These  interviews  will  help 
determine  if  the  management  structure,  the  referral  system,  the  provisions 
for  joint  counseling  and  other  operational  procedures  are  effective.  The 
agencies  will  apply  the  findings  of  the  evaluation  team  as  we  move  to  open 
additional  centers. 

The  Future  of  the  Export  Assistance  Centers:  Last  September,  we  stated 
that  "additional  cities  would  be  added  each  year  until  a  national  network  of 
one-stop  shops  has  been  created."  Building  on  our  experience  with  the  four 
pilot  centers,  we  have  devised  a  strategy  to  create  a  new  national  network 
which  utilizes  new  technologies  to  meet  more  effectively  the  changing 
needs  of  U.S.  exporters. 


Federal  offices  that  provide 
services  to  the  business  commu- 
nity are  typically  located  in 
commercial  districts  of  large 
cities.  This  approach  worked 
well  for  many  years  v^ile 
industry  thrived  in  these  urban 
areas.  Now,  however,  many  U.S. 
exporters  have  moved  to  subur- 
ban areas.  Moreover,  the  Federal 
government  has  traditionally  pro- 
vided service  within  state  lines, 
regardless  of  the  natural  export 
relationships  in  the  region. 

Working  with  the  SBA  and  Ex-lm 
Bank,  the  Commerce  Department 
decided  to  extend  its  resources  by 
creating  oftlces  that  would  serve 
natural  trade  regions  within  the 
United  States,  rather  than  limiting 
services  to  old  locations  or  state 
boundaries.  These  offices,  as  well 


EXPORT  ASSISTANCE 

CENTERS  HELP  SMALL 

EXPORTERS  GROW 

AQUATHIN  Ckiq).  of  Pompano  Beach, 
Fla.,  manufactures  water  puri^cation 
products  for  commerdeJ,  residential,  and 
laboratory  use.  Exports  to  such  major 
markets  as  Spain,  Korea,  and  Japan 
make  up  70  percent  of  its  total  sales. 
Alfred  J.  Lipshultz,  founder  of  Aquathin, 
states  0)at,  the  expanded  services  pro- 
vided by  the  Miami  Export  Assistance 
Center,  particularly  the  Ex-lm  Bank's 
financial  services,  could  generate 
expanded  exports  in  the  near  future. ' 
This  firm  currently  employs  16  people. 
According  to  Lipshultz:  'This  [export 
expansk>n]  shouU  result  In  the  hiring  til 
four  to  five  workers  during  the  next  two 
years  —  a  30  percent  increase  in  my 
highly  technKal  work  fonx,  consisting  of 
engineers,  assemblers,  managerial  and 
sales  s/af 


as  the  four  pilot  Export  Assistance 

Centers,  will  be  known  as  Regional  Export  Assistance  Centers,  and  will  provide 

the  interagency  services  originally  envisioned  by  the  National  Export  Strategy. 
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To  extend  the  services  to  all  of  the  nation's  exporters,  the  Department  of 
Commerce  will  open  additional  offices  in  suburban  areas  to  bring  its  trade 
specialists  closer  to  their  clients.  These  new  oflfices,  along  with  the 
Commerce  Department's  existing  field  offices,  will  be  called  District 
Export  Assistance  Centers  and  will  support  the  regional  centers  in  a  hub- 
and-spoke  fashion. 

The  hub-and-spoke  design  allows  the  Federal  partners  to  provide 
enhanced  export  marketing  and  trade  finance  services  to  a  greater  number 
of  exporters  than  ever  before.  The  design  uses  communications 
technology  to  link  the  offices.  The  new  network  also  relies  on  close  ties 
with  state  and  local,  public,  and  private  partners  to  provide  the  level  of 
service  required  by  America's  fledgling  exporters. 


National  Network  of  Export  Assistance  Centers 
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We  have  created  the  blueprint  for  this  new  national  network  and  will 
begin  implementing  Phase  i  in  1995  having  received  Congressional 
approval  and  additional  guidance  from  the  Congress  regarding  the 
location  of  new  offices.  Discussions  with  the  state  and  local  partners  and 
our  clients  will  be  a  key  part  of  the  implementation  process. 


FOREIGN  AGRICULTURE  SERVICE 
HELPS  MORE  EXPORTERS 

During  the  past  year,  use  of  USD  As  export  assistance  ser- 
vices to  exporters  /las  increased,  party  due  to  the  greater 
visibility  these  services  received  from  other  government  pro- 
grams such  as  the  Department  of  Commerce  Economic  Bul- 
letin BoanJ  and  the  new  U.  S.  Export  Assistance  Centers.  Use 
of  the  Trade  Leads  Fax  Polling  system  increased  by  more 
than  ISpenxntin  FY  1994  with  over  U.OOOcalls  in  the  first 
three  quarters.  Overall,  the  Trade  Leads  program  facilitated 
reported  sales  of  $280  million  in  FY  1993.  Based  on  Vie 
expanded  use  of  (he  program  this  year,  we  anticipate  record 
sales  in  FY  1994.  The  number  of  exporters  receiving  assis- 
tance from  the  Departments  Trade  Assistance  and  Promo- 
tion Office  was  also  up  60  percent  in  the  first  quarter  of  FY 
1994.  This  sen/ice  is  also  making  its  export  martlet  reports 
avaXable  through  more  sounxs,  including  the  National  Trade 
Dafa  Bank,  in  the  near  future,  to  help  get  the  information  out 
to  more  exporters. 


Programs  to  Support  Small 
Agricultural  Exporters 

The  Department  of  Agriculture  (USDA)  has 
actively  increased  its  efforts  to  enlist  small-  and 
medium-sized,  and  new-to-export  firms  into  its 
export  promotion  programs,  which  include 
funding  for  market  development  activities,  trade 
leads,  trade  shows,  market  information  reports, 
and  export  counseling.  USDA  has  provided 
state  departments  of  agriculture  with  more 
timely  trade  information  as  to  product  and 
country.  It  supplies  this  information  in  various 
forms,  from  hard  copy  to  electronic,  to  meet  the 
needs  of  a  diverse  set  of  exporters.  The  result  is 
a  greater  distribution  of  trade  data,  product  and 
market  research  studies,  and  related  service  and 
program  information,  all  based  on  the  support 
and  input  of  USDA's  overseas  offices. 


The  USDA's  Foreign  Agricultural  Service 
(FAS)  worked  with  four  State  Regional  Trade 
Groups  to  hold  a  series  of  42  educational  export  seminars  in  38  states  in 
FY  1993.  The  groups  are  private,  non-profit  international  trade 
development  organizations  which  combine  Federal,  state,  and  industry 
resources  for  export  market  development.  The  four  groups  —  the  Eastern 
U.S.  Agricultural  and  Food  Export  Council,  Mid-America  International 
Agri-Trade  Council,  Southern  U.S.  Trade  Association,  and  the  Western 
U.S.  Agricultural  Trade  Association  —  received  funds  in  FY  1994  to 
continue  the  seminar  series  and  have  expanded  it  to  reach  additional 
exporters  in  outlying  parts  of  their  states. 

FAS  is  sponsoring  a  conference  this  fall  at  which  staffs  from  state 
departments  of  agriculture  will  discuss  export  trade  programs,  services, 
events,  and  data  needs.  The  conference  will  support  on-going  state 
departments  of  agriculture  efforts  to  assist  new-to-export,  small-,  and 
medium-sized  firms. 
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MINORITY  EXPORT 

PROGRAM 
YIELDS  RESULTS 

This  program,  begun  in  December 
1993,  has  already  resulted  in  numer- 
ous sales  to  foreign  markets  by 
minority  firms.  For  example,  a  Califor- 
nia firm  that  manufactures  sheet  metal 
products  for  residential,  commercial, 
and  architectural  metal  applications  re- 
ported a  $100,000  initial  purchase 
order  from  a  Mexican  company  and 
anticipates  $1,000,000  in  sales  to 
Mexican  companies  in  this  year  alone. 
This  success  story  is  even  more 
significant  considering  the  fact  that  the 
company  had  not  exported  prior  to 
participating  in  the  program. 


Under  legislation  passed  last  fall,  USDA  is  increasing  support  to  small 
businesses  through  its  Market  Promotion  Program.  The  State  Regional 
Trade  Groups  play  a  vital  role  in  helping  USDA  administer  market 
promotion  programs  for  a  wide  variety  of  food  products,  many  of  which 
are  distributed  by  small  firms  that  would  not  otherwise  have  access  to 
USDA's  marketing  programs.  Activities  in  this  area  continue  to  increase, 
and  these  groups  now  attribute  more  than  145,000  jobs  to  the  export  sales 
generated  by  companies  participating  in  their  programs. 

The  National  Minority  Export  Program 

To  help  minority  firms  enter  the  international  marketplace,  we  have 
created  the  National  Minority  Export  Program.  This  program  targets 
companies  that  are  ready  to  export  and  provides  them  with  specialized 
assistance.  Minority  companies  recruited  for  this  program  take  part  in  a 
six-month  training  program,  staffed  by  trade  specialists  from  the  private 
sector  and  Federal  and  state  governments.  They  receive  personalized 
export  finance  and  marketing  counseling  and  take  part  in  seminars  that 
focus  on  the  "nuts-and-bolts"  of  exporting.  They  are  then  given  the 
opportunity  to  take  part  in  trade  missions,  "matchmakers,"  and  other 
programs  that  will  facilitate  the  sale  of  their  products  in  foreign  markets. 
District  Export  Councils,  state  governments,  world  trade  associations, 
and  commercial  banks  play  a  significant  role  in  the  program. 

The  Trade  Information  Center 

Last  September,  we  recommended  that  the  Trade  Information  Center 
serve  as  the  single  contact  point  in  the  U.S.  government  for  non- 
agricultiiral  export  counseling  and  assistance  and  expand  its  outreach. 
The  Center  caters  to  small-  and  medium-sized,  new-to-export  companies 
by  providing  easy,  cost-free  access  to  information  on  government-wide 
export  assistance  programs  through  a  nationwide  toll-free  telephone  line, 
1-800-USA-TRADE.  This  "800"  number  makes  it  possible  for 
businesses  across  the  country  to  obtain  answers  to  their  export-related 
questions.  The  Center  provides  information  on  how  to  locate  and  use 
Federal  export  resources,  and  it  directs  callers  to  experts  within  various 
Federal  agencies  for  more  in-depth  counseling.  The  Center  works 
increasingly  with  private  and  public  trade  promotion  partners  on  the  state 
and  local  level  to  disseminate  information  on  government-wide  export 
assistance  programs.  It  also  works  closely  with  the  Trade  Assistance  and 
Promotion  Office  of  USDA,  which  provides  similar  services  for 
agricultural  exporters. 

Since  its  creation  in  May  1991,  the  number  of  businesses  the  Center 
assists  each  week  has  grown  from  200  to  1 ,200.  In  the  last  year,  we  have 
taken  a  number  of  steps  to  improve  the  support  the  Center  provides  to 
small-  and  medium-sized  companies. 
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THE  TRADE  INFORMATION  CENTER 
COUNSELS  U.S.  BUSINESS 

JNS  Foods,  Inc ,  of  Naples,  Fla.  a  wholesale  broker  of  packaged  food 
products,  contacted  the  Trade  Irtformation  Center  (1-800-USA-TF(ADE) 
for  export  help  The  Center  advised  JNS  Foods  on  finding  trade  leads, 
market  research  reports,  and  services  available  at  our  overseas  embas- 
sies As  a  direct  result  of  information  provided  by  the  Center,  JNS  Foods 
exported  approximately  $500,000  in  food  products  to  the  Caribbean  in 
1993,  the  exports  accounted  for  80  percent  of  the  company's  business. 
Because  of  an  ever-increasing  export  base.  JNS  Foods  is  now  projecting 
sales  of  up  to  $2  million  for  1994. 


TPCC  Expands  the  Oistibutlon  of  Cofnmereial  Information 


NTOB- wlftaTM 


American  Exporters 


»  We  have  upgraded  our  computer  systems 
to  disseminate  export  information  more 
efficiently  to  our  customers.  Additional 
upgrades  are  planned  for  FY  1995. 

►  We  have  linked  the  Center  electronically 
to  many  other  Federal  agencies.  Com- 
plete internet  access  to  the  public  and 
private  sector  is  a  priority,  in  addition, 
we  will  evaluate  the  feasibility  of  install- 
ing a  flexible  fax  retrieval  system  housed 
and  operated  by  the  Center  in  an  effort  to 
consolidate  and  streamline  government 
fax-on-demand  systems. 

•  We  have  launched  an  outreach  campaign  to  increase  public  awareness  of 
the  services  available  from  the  Center. 

Combining  Public  and  Private  Sector  Resources 

In  an  era  of  budget  constraints,  we  recognized  that  we  need  to  look  for  more 
ways  to  stretch  export  promotion  dollars  directed  at  smaller  exporters,  in 
particular,  we  need  to  work  more  closely  with  the  private  sector.  Over  the  past 
year,  we  have  taken  a  number  of  steps  toward  this  end: 

Trade  Events.  Last  year,  we  decided  to  reduce  the  number  of  trade  events 
organized  by  the  Federal  government  to  eliminate  duplications  and  encourage 
greater  participation  by  states  and  the  private  sector.  We  launched  a  pilot 
program  to  turn  over  to  the  private  sector  more  than  50  major  trade  fairs 
previously  run  by  the  Commerce  Department.  This  represents  nearly  half  of  the 
110  U.S.  pavilions  typically  organized  by  the 
Department  in  a  given  year.  Selections  will  be 
announced  in  the  fall  of  1994.  We  expect  that 
approximately  half  of  those  events  offered  to  the 
private  sector  will  be  privatized.  Firms  selected 
under  this  program  will  have  full  responsibility  to 
recruit  and  stage  these  events,  thereby  freeing  up 
scarce  Federal  resources  that  can  be  devoted  to 
other  priorities. 

Commercial  Information:  The  U.S.  government 
collects  an  enormous  amount  of  commercial 
information  and  trade  leads  in  foreign  markets. 
This  information  provides  valuable  assistance  to 
small  exporters  by  identifying  markets,  providing 
sales  contacts,  locating  potential  buyers,  and 
formulating  marketing  strategies  —  all  of  which 
help  firms  penetrate  new  markets  and  increase 
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EXPORT  MEXICO 
PRODUCES  RESULTS 

Export  Mexico  Matchmakers  have 
produced  remarkable  success,  much 
of  which  can  be  attributed  to  the  con- 
cer}trated  follow-up  counseling  by 
US&FCS  and  trade  finance  agencies. 

•  A  Maryland-based  high  tech  com- 
pany has  secured  a  half-million  dol- 
lar contract  with  a  Mexican 
company 

•  A  California  engineering  firm 
realized  a  $32,000  sale  to  a 
Mexican  firm. 

•  A  Cincinnati,  Ohio  firm  has  reported 
a  $35,000  sale  of  its  barcoding 
equipment  to  a  Mexican  firm. 

•  A  New  Mexico  firm  received  two  or- 
ders from  a  MexKan  distributor  for 
its  product. 


export  sales.  We  have  launched  a  program  to  disseminate  this  information 
to  as  many  U.S.  firms  as  possible.  We  have  expanded  distribution  via 
commercial  on-line  networks  (for  example.  Dialog  and  CompuServe),  new- 
information  vendors,  and  u^de  research  firms  on  the  Economic  Bulletin 
Board  (EBB),  an  on-line  source  of  U.S.  government  economic  and  trade 
information.  In  addition,  we  have  encouraged  trade  associations  and 
private  exporter  services  to  redistribute  the  trade  information 
electronically.  As  a  result  of  these  efforts,  thousands  of  small-  and  medium- 
sized  companies  are  now  accessing  valuable  u^de  information  and  leads  in 
a  variety  of  forms  at  negligible  additional  cost  to  the  American  taxpayer. 

Geographically-Targeted  Programs 

We  have  also  launched  two  interagency  programs  aimed  at  helping  small- 
and  medium-sized  businesses  take  advantage  of  the  ever-increasing  export 
opportunities  in  two  dynamic  markets:  Mexico  and  the  Association  of 
Southeast  Asian  Nations  (ASEAN).  While  larger  exporters  will  find  certain 
elements  of  these  programs  useftil,  "Export  Mexico"  and  "Destination 
ASEAN"  are  primarily  designed  to  provide  small-  and  medium-sized 
companies  with  the  specific  tools  they  need  to  sell  their  products  in  these 
markets.  These  are  described  in  detail  in  Appendix  4. 

Upgrading  Overseas  Export 
Assistance  Operations 

Our  1 64  U.S.  embassies  are  a  vital  link  in  our  world-wide  export  promotion 
network.  They  provide  U.S.  business  with  a  window  into  overseas  markets, 
counseling  and  support  for  their  marketing  efforts,  an  effective  voice  for 
advocating  their  objectives,  and  a  showcase  for  their  products. 

In  our  last  Report,  we  pledged  to  make  our  embassies  a  more  effective 
resource  for  the  American  exporting  community,  particularly  for  small-  and 
medium-sized  firms  which  need  help  the  most.  Accordingly,  we  have 
improved  planning,  streamlined  collection  and  dissemination  of  foreign 
commercial  information,  enhanced  staff  training,  and  improved 
communication  with  foreign  audiences. 

Strategic  Commercial  Plans:  We  have  asked  our  posts  overseas  to 
prepare  Su^tegic  Commercial  Plans  to  create  a  framework  for  coordinating 
all  elements  of  the  embassy  —  particularly  the  Commerce,  State,  and 
Agriculture  Departments  —  involved  in  commercial  activities.  These  plans 
outline  annual  commitments  and  strategies  for  advancing  U.S.  commercial 
objectives  in  specific  markets.  All  embassy  sections  collaborate  to  develop 
these  plans,  which  address  every  major  aspect  of  commercial  activity 
including:  collection  of  commercial  information,  advocacy  support,  trade 
financing,  u^de  events,  and  trade  and  investment  policy. 
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COUNTRY  COMMERCIAL  GUIDE 
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In  Washington,  the  plans  are  reviewed 
by  an  interagency  task  force  and  serve  as 
central  U.S.  government  reference 
documents  of  commercial  activities 
being  undertaken  by  embassies  during 
the  year.  The  Strategic  Commercial 
Plans  allow  Washington  agencies  to 
build  upon,  provide  guidance  to,  and 
support  embassy  export  promotion 
programs. 

Country  Commercial  Guides:  In  our 
1993  Report,  we  identified  the  need  to 
coordinate  better  how  we  generate  and 
present  information  on  foreign  markets. 
Accordingly,  we  have  developed  for 
each  country  a  single  "Country  Com- 
mercial Guide."  These  guides  introduce 
U.S.  companies  to  the  essential  aspects 
of  doing  business  in  a  specific  country, 
including:  best  export  prospects,  eco- 
nomic and  political  overviews,  invest- 
ment analysis,  marketing  approaches, 
trade  regulations  and  standards,  financing  information,  and  key  contacts. 
Each  guide  replaces  eight  overlapping  commercial  documents  formerly 
generated  by  various  agencies  overseas.  The  annual  guides  will  be 
widely  available  to  the  U.S.  business  community  by  October  1994. 

Training:  We  also  recognized  in  last  year's  Report  the  need  to  improve 
the  training  of  U.S.  government  overseas  commercial  staff.  To  that  end, 
Commerce  has  conducted  a  broad  series  of  training  sessions  this  year  for 
commercial  officers  and  foreign  service  nationals  posted  overseas  as 
well  as  for  staff  from  other  interested  agencies  and  state  government 
staff.  The  private  sector  played  an  important  role  in  providing  ideas  for 
these  courses.  Approximately  250  officers  and  foreign  service  nationals 
took  part  in  these  courses  during  FY  1994. 

In  addition,  the  State  Department's  Foreign  Service  Institute  now 
provides  1 00  officers  per  year  a  one-week  course  in  export  promotion.  It 
has  begun  a  two-day  course  for  senior  officers  on  managing  effective 
commercial  missions  and  has  increased  the  commercial  content  of  its 
courses  in  economics,  politics,  area  studies,  and  foreign  languages. 
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'I  have  instrvcted  our  embassies 
around  the  world  to  attach  the 
highest  priority  to  advancing  the 
interests  of  American  workers, 
exporters,  and  investors. . .  these 
efforts  make  a  difference  for 
American  business  every  day.' 

WWren  Cliristopher. 
Sacretary  of  State 


Communication:  To  support  our  commercial  efforts,  the  United  States 
information  Agency  (USIA),  through  its  multilingual  media  (VOA, 
Worldnet,  Wireless  File)  programming  and  field  activities,  has  increased 
its  efforts  to  present  and  explain  U.S.  uade  policy  initiatives  to  foreign 
opinion-makers. 

Creating  A  Global  Export  Assistance  Network 
for  U.S.  Business 

Improving  our  domestic  and  overseas  operations  is  an  important  first  step 
to  improving  our  support  to  America's  small-  and  medium-sized  business 
community.  Our  experience  over  the  past  year  has  shown  us  that 
organizational  changes  —  such  as  overhauling  our  domestic  network  and 
introducing  extensive  interagency  cooperation  in  our  embassies  overseas 
—  can  lead  to  more  efficient  delivery  of  our  trade  promotion  services. 
There  is,  however,  more  to  be  done. 

At  present,  export  assistance  to  small-  and  medium-sized  (non- 
agricultural)  businesses  is  delivered  largely  through  Commerce's  U.S. 
and  Foreign  Commercial  Service  (US&FCS).  The  US&FCS  network  is 
composed  of  two  distinct  work  forces:  domestically,  civil  service  trade 
specialists  who  counsel  U.S.  businesses  in  their  local  communities;  and 
overseas,  foreign  service  officers  who  assist  visiting  firms.  This  division 
has  two  major  shortcomings.  First,  domestic  staff  often  lack  opportunities 
to  gain  "hands-on"  work  experience  in  foreign  markets  —  essential  to 
counsel  clients  authoritatively.  Second,  foreign  service  officers  typically 
spend  most  of  their  careers  abroad,  and  have  fewer  opportunities  to  work  in 
the  United  States,  where  most  business  is  generated. 

To  serve  U.S.  businesses  better,  the  Commerce  Department  will  better 
integrate  its  domestic  and  overseas  workforces,  creating  opportunities  for 
domestic  and  overseas  staff  to  develop  the  ftillest  possible  range  of 
business  counseling  experience.  All  members  of  the  U.S.  Commercial 
Service  will  then  be  equipped  with  the  skills,  knowledge  and  "hands-on" 
background  to  counsel  companies  more  effectively,  both  in  our  District 
Offices  and  new  regional  Export  Assistance  Centers,  and  in  the  70  major 
overseas  markets  in  which  the  US&FCS  currently  operates. 
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Implementing  the  65  Recommendations  of  the  1993  Report 

Promoting  U.S.  Exports  of  Environmental 
Technologies  and  Services 


'World  markets  for  environmental 
technologies  are  expected  to 
exceed  $400  billion  per  year  by 
tbe  end  of  ttie  decade  Japan, 
Genvany  and  other  countnes  are 
making  determined  commitments 
to  capture  those  markets. 
Amenca  must  not  be  left  out;  we 
must  move  aggressively " 

Vice  President  Al  Gore 


In  his  Earth  Day  1993  speech,  President  Clinton  directed  the  formulation  of 
a  strategy  to  expand  the  international  competitiveness  of  the  U.S. 
environmental  technologies  industry.  In  November  1993,  Secretary  Brown, 
as  chairman  of  the  interagency  Environmental  Technologies  Exports 
Working  Group,  announced  the  strategy  in  "Environmental  Technologies 
Exports:  Strategic  Framework  for  U.S.  Leadership."  As  set  out  in  our  Report, 
we  intend  lo  focus  on  the  needs  of  the  American  environmental  business 
community  and  work  together  to  find  new  solutions  to  the  challenges  of 
increasing  environmental  exports.  Principal  findings  of  this  report  were  that 
the  United  States  must  strengthen  its  domestic  environmental  policy 
framework,  encourage  continued  technology  development  and  commercial- 
ization, and  foster  new  public/private  partnerships  if  it  is  to  sustain  a 
competitive  position  in  the  export  of  environmental  technologies. 

Environmental  technologies  are  a  potentially  powerful  engine  for  the 
creation  of  national  wealth  and  high-paying  jobs  tor  Americans.  The  basic 
objectives  of  our  strategy  are  to: 

•  Strengthen  cooperation  between  the  U.S.  government  and  business. 

•  Strengthen  the  technology  development  and  commercialization  abili- 
ties of  the  domestic  industry. 

•  Help  U.S.  businesses  succeed  in  the  most  important  markets  today,  while 
preparing  to  develop  the  large  markets  of  the  future. 

•  Coordinate  and  better  focus  U.S.  government  export  programs  and 
resources. 


Global  Environmental  Technologies  Market:  Projected  Growth 


Total  Revenues  in  Billions  of  U  5  Dollars 


The  Market 

The  worldwide  market  for  environmental 
technologies  is  expected  to  expand 
dramatically  by  the  end  of  the  century.  In 
1993,  it  was  estimated  that  this  market 
totaled  $288  billion.  By  1998,  it  is 
estimated  that  it  will  reach  $391  billion. 
The  global  market  is  expected  to  grow 
much  faster  than  our  domestic  market, 
which  in  1992  was  the  largest  single 
market  for  environmental  technologies  — 
consuming  45  percent  of  the  world's 
output  of  environmental  goods,  services, 
and  technologies. 
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The  Competition 

Competition  in  the  rapidly  expanding  environmental  technologies  market 
is  fierce.  As  the  following  examples  illustrate.  Germany  and  Japan,  our  two 
strongest  competitors  in  this  sector,  are  extremely  supportive  of  their 
industries"  export  activities. 

•  In  Mexico  alone,  Germany  has  committed  $3.5  million  in  1994  to  pro- 
mote the  exports  of  its  environmental  technologies.  In  the  past  few 
years,  the  Germans  have  spent  a  total  of  $8.8  million  for  technical  assis- 
tance, including  24  technical  experts  assigned  to  the  offices  of  the  Mexico 
City  Metropolitan  Commission  for  Environmental  Protection  and  other 
key  government  agencies  on  an  "as-needed  basis." 

•  Japan  has  committed  over  $2.2  billion  over  10  years  to  finance  the 
export  of  Japanese  environmental  technologies.  The  Japanese  have 
had  environmental  technical  experts  permanently  stationed  in  Mexico 
City  in  such  key  locations  as  the  Metropolitan  Commission  for  Envi- 
ronmental Protection  and  the  Ministry  of  Social  Development's  Di- 
rector General  of  Environmental  Regulations. 

U.S.  Government  Programs 

In  the  face  of  such  competition,  the  Administration  has  acted  to  support 
U.S.  industry's  eflForts  to  penetrate  foreign  markets.  While  much  work 
remains  to  be  done,  we  have  taken  several  important  steps. 

Financing 

The  Export-Import  Bank  of  the  United  States  (Ex-lm  Bank)  provided 
over  $800  million  in  overseas  environmental  project  financing  in  FY  1994. 
These  projects  range  from  wastewater  treatment  in  Venezuela  and  the 
Czech  Republic  to  a  gas  condensate  recycling  project  in  Uzbekistan.  The 
Bank's  new  Business  Development  Group  is  developing  specific  finance 
programs  for  targeted  markets.  Its  first  initiative  involves  the  negotiation 
of  a  Memorandum  of  Understanding  with  Banobras,  the  Mexican 
development  bank,  to  help  provide  financing  for  U.S.  exporters  building 
municipal  wastewater  treatment  facilities  in  Mexico. 

The  Overseas  Private  Investment  Corporation  (OPIC)  has  actively 
supported  the  U.S.  environmental  technologies  sector.  For  example,  OPIC 
has  guaranteed  two-thirds  of  the  initial  capital  raised  for  the  $70  million 
capitalization  of  the  Global  Environmental  Emerging  Markets  Fund,  which  will 
make  equity  investments  in  envirorunentai  projects  in  emerging  markets  in 
Latin  America,  Asia,  Africa,  and  Eastern  Europe.  It  has  joined  forces  with  the 
U.S.-Asia  Environmental  Partnership  (U.S.-AEP)  to  develop  a  pilot  program  to 
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TPCC  ENVIRONMENTAL  EXPORT  STRATEGY  YIELDS  RESULTS 

Ionics,  Incorporated.  This  Massachusetts-based  company,  a  worldwide  exporter  of  water  treat- 
ment equipment,  sold  a  $40  million  wastewater  treatment  system  to  the  Czech  Republic  with  the 
help  of  an  Ex-lm  Bank  $24  million  credit  insurance  policy  The  system  will  be  used  to  dean  up 
contaminated  water  at  a  uranium  mine  north  of  Prague  that  threatens  local  drinking  water  In 
addition,  the  treatment  process  will  produce  solid  ammonium  aluminum  sulfate  pure  enough  for 
commeraal  application  The  contract  with  DIAMO  s.p.,  a  state  enterprise  which  is  the  succes- 
sor to  the  Czechostovakia  state  uranium  industry,  is  the  largest  system  order  in  Ionics'  history. 

Environmental  Systems  Corporation.  With  a  badly  deteriorated  environment,  Eastern 
European  nations  have  been  seeking  out  companies  with  sophisticated  pollution  abatement 
technologies  such  as  Tennessee-based  Environmental  Systems  Corporation  (ESC).  With 
$250,000  of  political  risk  coverage  from  OPIC,  ESC  viill  provide  environmental  consulting 
services  in  Slovakia  and  other  countries  in  the  region.  ESC  President  Mark  Margetts  estab- 
lished Eco-Monitoring,  a.s.,  in  Bratislava  to  advise  existing  manufacturing  facilities  and  new 
investors  in  the  devekipment  of  environmentally  &>und  operations  Utilizing  air  monitoring  equ^ 
ment,  meteorological  sensors  and  data  loggers  made  in  the  U.S.,  the  projed  will  assist  toca/ 
communities  by  monitoring  pdlution  levels  and  advising  on  tfte  atotemenf  of  exisiktg  environ- 
mental hazards  In  addition  to  Slovakia,  ESC  expects  to  find  a  growing  demand  for  environmen- 
tal services  in  the  Czech  Republic,  Poland,  Hungary  and  Ukraine. 

United  States  Fitter  Corporation.  Assisted  by  U.S.  government  advocacy,  California-based 
U.S.  Filter  built  Mexico's  first  privately-funded  wastewater  treatment  plant.  U.S.  Filter's  $20 
million  transaction  represents  the  first  major  U.S.  environmental  investment  in  Mexico  since  the 
implementation  of  the  NAFTA. 

Metaiclad  Corporation.  U.S.  government  support  helped  Metaldad  Corporation  of  California 
win  a  permit  to  build  and  operate  Mexico  s  first  integrated  hazardous  waste  treatment  plant  The 
value  of  this  investment  is  $15  million  The  U.S.  Embassy  in  Mexico,  the  EPA  and  the  Depart- 
ment of  Commerce  provided  extensive  business  counseling  and  advocacy  on  behalf  of  this  firm 
to  obtain  the  permit  for  this  first,  and  only  treatment  plant  for  hazardous  waste.  Loans  from 
Ex-lm  Bank  also  made  this  dea/  possible. 
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U.S.  EXPORTS  RESULT 

FROM  TDA  FINANCED 

ENVIRONMENTAL  STUDY 

In  1991,  TDA  funded  a  study  on 
making  envimnmental  improvements 
at  the  AHMSA  steel  complex  in 
Mexico.  Although  a  non-tJ.S.  firm 
ended  up  making  the  improvements, 
the  recommendations  in  the  TDA 
study  were  followed,  and  have 
resulted  in  more  than  $40  millnn  worth 
of  U.S.  environmental  equipment 
being  procured  by  the  plant 


identify  environmental  projects  in  Asia.  To  support  U.S.  business 
expansion  in  Latin  America,  it  organized  an  environmental  investment 
mission  to  Brazil,  Argentina,  and  Chile  which  included  predominately 
small-  and  medium-sized  firms. 

The  Trade  and  Development  Agency  (TDA)  has  devoted  50  percent  of 
its  grants  to  environmentally  related  initiatives.  For  example,  the  agency 
funded:  ( 1 )  a  conference  to  brief  U.S.  industry  on  the  results  of  TDA- 
fiinded  environmental  projects  in  Mexico;  (2)  a  visit  by  government 
officials  from  six  African  nations  to  attend  a  conference  hosted  by  the  U.S. 
government  and  the  African  Development  Bank,  highlighting  U.S.  waste 
and  water  technologies;  and  (3)  environmental  projects  in  Thailand, 
Bulgaria,  Lithuania,  Poland,  Portugal,  and  the  Ukraine. 

Training 

•  The  Environmental  Protection  Agency  (EPA)  and  the  Commerce  De- 
partment are  joining  forces  to  deliver  project-specific  training  for 
public  and  private  sector  officials  from  industrializing  countries.  They 
also  are  working  cooperatively  to  provide  environmental  resource 
and  u^ining  materials  for  U.S.  government  export  promotion  per- 
sonnel based  in  our  overseas  and  domestic  field  offices. 

•  As  part  of  a  special  training  initiative  for  Mexico,  the  EPA  and  the 
U.S.  Environmental  Training  Institute  (USETI)  have  hired  a  coordi- 
nator for  USETI  activities  in  Mexico.  A  penmanent  training  facility 
is  planned;  possible  locations  are  currently  being  explored.  EPA  will 
continue  to  train  environmental  auditors  and  enforcement  personnel 
in  SEDESOL  (Mexico's  equivalent  of  our  EPA).  At  present,  600 
Mexican  inspectors  have  been  trained  or  are  scheduled  for  training. 

Technology  Development,  Commercialization 
and  Standards 

•  Building  on  the  North  American  Free  Trade  Agreement  (NAFTA) 
programs,  we  have  prepared  an  assessment  of  currently  available  data 
on  Mexican  environmental  problems,  standards,  regulations,  and 
policies  that  influence  near-term  demand  for  environmental  technolo- 
gies. The  EPA  released  a  drafl  report  comparing  U.S.  and  Mexican 
environmental  regulations  and  standards  to  help  U.S.  business  un- 
derstand Mexico's  regulatory  framework  and  market  opportunities. 

•  Working  in  partnership  with  other  agencies,  the  EPA  is  investing  $12 
million  in  a  portfolio  of  environmental  technologies  development  and 
commercialization  projects. 
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•  Through  a  Western  Governors  Association  program,  the  Department 
of  Energy  is  working  with  the  Departments  of  Defense  and  Interior, 
the  EPA,  the  Office  of  Management  and  Budget,  and  18  western 
governors  to  improve  methods  for  developing,  deploying,  evaluat- 
ing, and  commercializing  innovative  environmental  restoration  and 
waste  management  technologies. 

•  The  National  Institute  of  Standards  and  lechnology  (NIST)  is  work- 
ing with  U.S.  industry  in  the  development  of  products  and  processes 
that  are  more  friendly  to  the  environment.  NIST  provides  cost-shared 
awards  for  industry-led,  high-risk  technology  development  propos- 
als through  the  Advanced  Technology  Program,  which  currently 
supports  projects  in  natural  pesticides,  thermoplastic  composites  in 
the  automobile  industry,  and  recycled  plastics. 

•  Vice  President  Gore  has  announced  an  interagency  initiative  to  ex- 
pedite the  commercialization  of  environmental  technologies. 

Regional  Strategies 

•  We  have  identified  markets  where  U.S.  government  assistance  to 
American  firms  can  secure  high,  immediate  returns:  Mexico,  Chile/ 
Argentina,  the  Chinese  Economic  Area  (People's  Republic  of  China, 
Hong  Kong  and  Taiwan),  Poland/Czech  Republic,  and  South  Korea. 
We  have  developed  strategic  marketing  plans  for  boosting  U.S.  en- 
vironmental technologies  in  these  markets. 

•  The  U.S.-Asia  Environmental  Partnership,  sponsored  by  the  U.S. 
Agency  for  International  Development,  is  a  public/private  initiative 
promoting  U.S.  development  and  trade  interests  in  the  environmen- 
tal and  energy  sectors  in  Asia.  The  initiative  seeks  to  stimulate  de- 
mand for  environmental  improvement  in  Asia  through  programs  in  the 
areas  of  public  policy,  participation,  and  education.  As  importantly, 
the  program  also  seeks  to  facilitate  the  transfer  of  U.S.  environmen- 
tal experience,  practice,  and  technologies  through  programs  in  the 
areas  of  professional  and  institutional  partnering,  market  informa- 
tion exchange,  and  financial  innovation.  The  U.S.-AEP  and  other 
Federal  agencies  working  together  have  established  Environmental 
Technology  Cooperation  offices  in  nine  countries,  sponsored  700 
professional  and  institutional  exchanges,  and  completed  almost  100 
private  sector  technology  missions  —  missions  which  have  already 
resulted  in  more  than  $350  million  in  technology  u^nsfer  agreements. 

•  The  Energy/Environmental  Technologies  Working  Group  of  the  U.S.- 
Israel  Science  and  Technology  Commission,  which  consists  of  high- 
level  government  officials  and  a  high-level  private  sector  advisory 
panel  fi-om  both  countries,  has  been  established.  The  Group  is  pre- 
paring proposals  for  joint-venture  projects  in  Israel. 
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•  Under  the  U.S. -Mexico  Border  Commission  established  under 
NAFTA,  the  EPA  and  the  land  managing  agencies  of  the  Interior 
Department,  along  with  their  Mexican  counterparts,  are  currently 
examining  transboundary  environmental  issues.  We  anticipate  that 
this  will  lead  to  sales  of  U.S.  environmental  technologies  in  the  bor- 
der region. 

Public-Private  Partnerships 

•  The  Administration  has  approved  the  charter  for  the  Environmental 
Trade  Advisory  Committee,  which  will  provide  direct  private  sector 
input  to  the  Federal  government  on  the  development  and  manage- 
ment of  programs  to  expand  U.S.  exports  of  environmental  technolo- 
gies. Membership  announcements  are  expected  this  fall. 

•  In  cooperation  with  the  EPA,  the  Commerce  Department  will  host  an 
October  1 994  experts  meeting  of  the  Organization  for  Economic 
Cooperation  and  Development  to  explore  ways  to  improve  the  defi- 
nition of  this  industry  and  the  international  collection  of  data  on  trade 
in  environmental  technologies. 

•  The  Commerce  Department  convened  an  Environmental  Technolo- 
gies Workshop  with  industry  and  trade  associations  to  develop 
recommendations  for  improving  environmental  technologies  devel- 
opment and  commercialization.  The  workshop  focused  on  three  top- 
ics: government-imposed  barriers,  research  and  development  initia- 
tives, and  design  vision  for  the  industry. 

•  We  have  developed  an  Environmental  Trade  Advocacy  Calendar,  up- 
dated quarterly,  which  lists  environmental  projects  ready  for  bidding 
in  which  U.S.  firms  are  interested.  Agencies  have  advocated  on  be- 
half of  U.S.  bidders  on  environmental  projects  worth  over  $900  millioa 
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In  addition  to  the  actions  taken  to  implement  the  recommendations  contained  in 
our  1993  Report,  we  have  developed  a  new  framework  to  help  American 
exporters  capitalize  on  opportunities  in  world  markets.  This  framework  builds 
upon  the  first  year's  activities  of  the  National  Export  Strategy  and  provides  a  more 
focused  approach  whereby  trade  promotion  activities  are  tailored  to  the  needs  of 
U.S.  exporters  by  geographic  and  sectoral  market.  As  a  first  step  in  implementing 
this  framework,  this  section  identifies  six  fast-growing  areas  that  offer  strong 
opportunities  for  U.S.  businesses. 

The  Big  Emerging  Markets  (BEMs)  —  explains  the  enormous  significance 
these  markets  have  for  U.S.  exporters  and  the  steps  we  are  taking  to  help 
companies  seize  the  tremendous  export  opportunities  presented  by  the 
BEMs.  In  addition,  it  outlines  opportunities  for  key  industrial  sectors  in 
these  regions. 

The  Regions  of  Latin  America  and  Asia-Pacific —  highlights  our  programs 
to  support  the  growth  of  U.S.  exports  to  these  rapidly  growing  regions  of  the 
world. 

Traditional  Markets  —  identifies  several  programs  that  support  U.S. 
commercial  acti\ities  in  the  large  industrial  markets  of  Japan,  Western 
Europe,  and  Canada,  which  combined  account  for  56  percent  of  our  global 
export  sales. 

Economies  in  Transition — describes  the  actions  we  are  taking  to  strengthen 
our  commercial  relationships  and  promote  security  and  political  stability 
through  expanded  trade  with  Russia,  the  Newly  Independent  States,  Central 
and  Eastern  Europe  and  the  Middle  East. 

Services  Exports —  puts  forward  a  strategy  for  providing  additional  export 
assistance  to  support  the  expansion  of  U.S.  service  exports  —  a  segment  of 
the  economy  which  is  rapidly  rising  in  importance. 

Trade  Finance —  addresses  two  new  areas  of  trade  finance:  project  finance 
and  "untied  aid"  and  explores  the  U.S.  export  opportunities  associated  with 
investment  in  overseas  markets. 
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Focusing  on  New  Opportunities 

The  Big  Emerging  iVIarkets  (BEMs) 


Projected  Global  Import  Growth  by  Region.  Excluding  U.S.,  1990-2010 
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The  U.S.  government  has  traditionally  focused  its  international  economic  and 
commercial  policy  on  Europe  and  Japan.  While  the  industrial  nations  will 
continue  to  be  the  largest  U.S.  export  markets  for  decades  to  come,  another 

category  of  countries  holds  even  more 
promise  for  large  incremental  gains  in 
U.S.  exports.  Of  all  the  world  trade 
growth  in  the  next  two  decades,  almost 
three-quarters  is  expected  to  come  fix)m 
developing  countries.  A  small  core  of 
those  nations  is  likely  to  account  for 
more  than  half  of  that  growth.  In  fact, 
10  countries  are  expected  to  account 
for  over  40  percent  of  total  global 
imports  over  the  next  20  years, 
surpassing  even  Japan  and  Europe'. 
These  "Big  Emerging  Maricets"  (BEMs) 
are:  Mexico,  Argentina,  Brazil,  the 
Chinese  Economic  Area- ,  India,  Indonesia,  South  Korea,  Poland,  Turkey,  and 
South  Africa.  Given  their  potential,  the  BEMs  are  becoming  a  key  element  of 
our  National  Export  Strategy. 

This  section  briefly  explains  the  tremendous  opportunities  for  U.S.  exporters 
presented  by  the  BEMs  and  the  promotion  programs  we  are  undertaking  to 
help  firms  seize  these  opportunities.  It  also  describes  some  key  sector?  within 
the  BEMs  where  we  plan  to  focus  more  attention.  Appendices  5  and  6 
describe  each  of  the  BEMs  and  sectors  in  more  detail. 
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Opportunities  for  Future  Growtli 

The  BEMs  share  a  number  of  important 
attributes.  They  are  all  geographically  large, 
have  significant  populations,  and  represent 
considerable  markets  for  a  wide  range  of 
products.  Virtually  all  have  strong  rates  of 
growth  or  hold  out  the  promise  of  economic 
expansion  in  the  future.  Each  has  undertaken 
significant  economic  reforms  and  seems 
likely  to  expand  on  them  in  the  future.  Most 
are  of  major  political  importaiKe  within  their 


'All  data  projections  estimated  by  the  International  Trade  Administration  (ITA)  Department  of  Commerce,  based  on  forecasts  from  DRI.  World  Markets 
Reports  fonndlvidual  countries  TheWEFAGroup.  Economic  Outlook  for  individual  countries.  Tfte  Economist  Intelligence  Unit.  Country  Survey  end  Country 
Reports  for  individual  countries  Intemalional  ftlonetary  Fund  World  Economic  Outkx>k  (1994)  and  World  Bank.  World  Development  Report  (1993) 


•  The  People  s  Republic  of  China  Taiwan  and  Hong  Kong 
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Projected  Distribution  of  Merchandise  Imports 
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regions;  moreover,  they  are  "regional  economic  drivers" — 
that  is,  their  growth  will  spill  over  to  neighboring  markets, 
thereby  leading  to  regional  economic  growth.  While  not  all 
of  the  BEMs  will  be  major  importers  in  all  product  sectors, 
these  countries  nonetheless  offer  major  opportunities  for 
American  exports. 


U.S.  exports  to  the  Big  Emerging  Markets  totaled  $113 

*""  billionin  1993  —  approximately  aquarterofU.S.  exports. 

The  BEMs  are  expected  to  more  than  double  their  share  of 

world  imports,  as  well,  rising  to  nearly  27  percent  by  20 10. 

No  other  category  of  market  shows  such  dramatic  growth 

I  potential.  By  the  year  2010,  annual  BEM  merchandise  import  levels  are 

expected  to  beroughly  one  trillion  dollars  higherthan  they  were  in  1990.  And 

I  that  is  only  merchandise  imports — add  services  and  it  grows  further  still. 

Snapshot  of  the  BEMs 
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Export  Promotion  Approaches  to  the  BEMs 

The  stakes  are  high,  and  now  is  the  moment  to  improve  our  competitive 
position  in  these  markets.  Many  of  the  big  infrastructure  projects  that 
constitute  the  foundations  on  which  these  BEMs  will  build  their  futures 
are  being  bid  out  now.  U.S.  involvement  in  this  early  stage  will  offer 
returns  for  manv  vears  to  come. 
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Since  we  released  our  last  Report,  we  have  completed  intensive  studies  of 
several  BEMs.  identifSing  their  strengths,  potential  problems,  and  the 
approaches  that  competitors  are  likely  to  take.  More  studies  are  underway. 
The\  will  guide  customized  individual  strategies. 

While  the  commercial  strategy  for  each  BEM  is  being  tailored  to  the  unique 
features  of  each  market,  we  have  developed  an  overall  framework  for 
proceeding  in  each  case.  Here  are  some  of  the  elements: 

•  For  even.  BEM,  we  would  like  to  develop  special  bilateral  forums  through 
which  to  discuss  commercial  cooperation.  We  will  engage  the  private 
sector  in  these  forums,  to  focus  heavily  on  infrastructure-type  projects 
that  involve  U.S.  firms  and  that  contribute  to  the  long-term  development 
of  the  country.  Examples  are  the  U.S. -China  Joint  Commission  on 
Commerce  and  Trade,  the  U.S.-South  Africa  Business  Development  Coun- 
cil, the  Indo-U.S.  Economic/Commercial  Subcommission,  and  the 
U.S.-Argentina  Business  Development  Commissioa 

•  Pending  funding  approval,  in  each  BEM  Commerce  hopes  to  build  a 
special  "U.S.  Commercial  Center"  to  help  U.S.  exporters  gain  early  access 
to  the  ftill  array  of  government  export  promotion  and  financial  services. 
Such  centers  will  be  "one-stop  shops"  overseas,  located  outside  of  the 
U.S.  embassy,  and  easily  accessible  to  all  American  firms.  The  first  U.S. 
Commercial  Center  opened  last  June  in  Sao  Paulo,  Brazil.  A  second  is 
scheduled  to  open  in  Jakarta,  Indonesia,  in  November  1 994.  Our  plans 
include  more  centers  in  China,  South  Africa,  India,  and  Argentina. 

•  Cabinet  and  sub-Cabinet  officials  are  traveling  to  the  BEMs  in  order  to 
develop  stronger  commercial  ties  between  these  countries  and  the  United 
States.  Trips  have  been  taken  by  Secretary  of  Stale  Warren  Christopher, 
Secretars'  of  the  Treasury  Lloyd  Bentsen,  Secretary  of  Commerce  Ronald 
Brown,  Secretary  of  Agriculture  Mike  Espy,  Secretary  of  Energy  Hazel 
O'Leary,  Export-Import  Bank  Chairman  Kenneth  Brody,  Overseas  Private 
Investment  Corporation  President  Ruth  Harkin,  and  Trade  and  Develojv 
ment  Agency  Director  Joe  Grandmaison.  Ail  have  emphasized  U.S.  export 
sales. 

•  For  every  BEM  we  will  develop  a  long-term  export  strategy  and  an  inter- 
agency team  to  manage  it  In  the  case  of  Indonesia,  for  example,  we  have 
w  orked  for  several  months  to  analyze  our  competitive  position  and  what 
we  must  do  to  improve  it,  sector  by  sector  A  senior  Deputy  Assistant 
Secretary  of  Commerce  has  been  appointed  coordinator.  We  plan  to  use 
the  Indonesia  model  for  other  countries. 
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Some  Key  Industries 

No  effective  export  strategy  can  focus  on  geography  alone.  Geographic 
definitions  of  a  market  are  inherently  incomplete.  As  we  began  explorations  of 
the  key  opportunities  within  the  individual  BEMs,  one  consistent  target  of 
opportunity  became  clear:  infrastructure,  which  comprises  a  variety  of 
sectors,  ranging  from  transportation  to  environmental  technologies  to 
financial  services. 

We  have  begun  to  identify  clusters  of  industries  for  particular  focus  for  our 
export  promotion  efforts  within  the  BEMs.  This  list  of  sectors  is  not  static  — 

Projected  Export  Growth  of  Some  Key  Industries,  1993-2000  '^  '^  an  evolving  One  that  varies  acrOSS  BEMs. 

In  identifying  these  high  priority  sectors,  we 
have  paid  particular  attention  to  a  number  of 
factors;  ( I )  the  potential  creation  of  a  significant 
numberofhigh-payingU.S.jobs;(2)the  growth 
prospects  of  the  sector;  ( 3 )  the  extent  to  which 
U.S.  industry  is  competitive  internationally; 
and  (4)  the  extent  to  which  governmental 
action,  in  concert  with  the  private  sector,  can 
improve  our  intemafional  competitiveness. 


Transportation 


Information 


B>ergy 


Rnance 
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Projectad  Growth  in  Demand  for  Environmental  Technologies  in  Selected  BEMs 
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.~~'     Based  on  these  criteria,  we  have  identified,  as  a 
.     start,  six  clusters  of  economic  activity  for 
,';    special  consideration  in  our  export  promotion 
efforts.  These  are: 


Environmental  Technologies:  As  discussed 
earlier,  the  global  marketplace  for  environmen- 
tal technologies,  estimated  at  $200  billion  in 
1 990,  is  expected  to  exceed  $400  billion  by  the 
year  2000.  Given  initial  efforts  to  address  the 
severe  environmental  problems  engendered  by 
their  unprecedented  growth,  market  demand  for 
envirorunental  technologies  in  the  BEMs  in 
Asia  (Indonesia,  India,  South  Korea,  and  the 
Chinese  Economic  Area)  is  forecast  to  increase 
by  an  average  annual  rate  of  17  percent 
between  1992  and  1997.  The  environmental 
technologies  market  in  Latin  America(Argentina, 
Brazil,  and  Mexico)  is  expected  to  grow  at  an 
annual  rateof  1 1 .4  percent  during thisperiod. 
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U.S.  Firms  Shar*  of  World  Markets  for  Computer 
Systems  and  Software,  1993 
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Projected  U.S.  Exports  of  Health  Technologies  to  BEMs 
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U.S.  Exports  of  Aerospace  Goods  to  Selected  BEMs,  1993 
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Information  Technologies:  This  sector  includes 
computer  equipment,  computer  software,  telecommuni- 
cations equipment,  telecommunications  services, 
electronic  components  and  related  equipment,  semi- 
conductor manufacturing  equipment,  information 
services,  and  computer  network-based  services. 
Currently,  U.S.  computer  systems  and  packaged 
sofhvare  firms,  which  control  world  markets  with  77 
percent  and  74  percent  shares,  are  facing  increasing 
competition  from  the  Japanese.  World  export  markets 
are  expected  to  grow  at  an  average  rate  of  seven 
percent  per  year,  reaching  nearly  $275  billion  by  20 1 0. 
Roughly  26  percent  of  this  gain  would  come  from 
exports  to  the  BEMs. 

Health  Technologies:  This  sector  includes  medical 
and  dental  devices  and  supplies,  pharmaceuticals, 
biotechnologies,  and  health  care  services.  U.S.  market 
share  in  the  global  medical  device  industry  stands  at  52 
percent  and  is  almost  50  percent  for  pharmaceuticals. 
Overall  U.S.  medical  device  exports  to  the  BEMs  are 
expected  to  rise  to  over  $14  billion  by  2010. 
Pharmaceutical  exports  to  the  BEMs  will  show  faster 
growth  rates  than  exports  to  any  other  region,  with 
projected  exports  rising  to  over  $9  billion  by  20 1 0. 

Transportation  Technologies:  The  transportation 
technologies  sector  encompasses  the  following 
clusters:  aerospace  technologies;  automotive  indus- 
try; and  transportation  infrastructure  including  air- 
ports, ports,  and  road  and  rail  projects. 

•  Aerospace.  This  industry  leads  all  other  industry 
sectors  in  exports  of  manufactured  goods,  sending 
abroad  products  worth  $40  billion  in  1 993  —  $28 
billion  more  than  it  imported.  Of  the  top  20  markets 
in  1993,  seven  were  BEMs:  China,  ($2.4  billion); 
South  Korea ($1 .6  billion);  Turkey  ($1 .2  billion); 
Indonesia  ($802  million);  India($741  million);  Brazil 
($627  million);  and  Mexico  ($554  million). 
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Projected  Growth  in  BEM  Share  of  Global  Autoparts  Market 
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•  Automotive  Industry:  The  growth  rate  for  motor  ve- 
hicle sales  in  the  BEMs  is  projected  to  be  twice  that  of 
the  U.S.  level.  Of'the  anticipated  top  1 0  new  markets 
for  U.S.  motor  vehicle  exports  in  20 1 0,  seven  arc  BEMs 
with  a  combined  estimated  value  of  $230  billion,  an 
increase  ofover  280  percent  from  1992.  Of  the  antici- 
pated top  1 0  new  markets  for  automotive  parts,  seven 
again  are  BEMs.  The  BEM  share  of  the  growing  world- 
wide market  is  expected  to  double  to  22  percent  by 
2010. 


BEMs  expected  to  account 

for  over  two-thirds  of 

projected  global  growth 


•  Transportation  Infrastructure:  The  growing  economies  of  the  BEMs  will 
require  the  development,  expansion,  and  upgrading  of  major  foreign  trans- 
portation facilities,  including  airports  and  heliports,  bridges  and  highways, 
ports  and  waterways,  railroads,  and  rail  transit  systems.  The  potential  mar- 
ket in  Asia  is  expected  to  grow  to  more  than  $50  billion  a  year  in  the  next 
century.  Among  the  BEMs  in  this  region,  China  and  Taiwan  lead  with  a 
combined  transportation  infrastructure  import  potential  of  $  1 00  billion  over 
the  next  decade. 

Energy  Technologies:  This  sector  includes  two  clusters  of  economic  activity:  oil 
and  gas  field  equipment  and  infrastructure;  and  conventional  and  renewable 
energy  power  generation  equipment,  facilities  and  services,  infrastructure 

Projected  Growth  of  BEM  Share  of  Global  Power  Generation  Equipment  Marttet 
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facilities,  and  engineering  and  other  related  services.  The  BEMs  are  expected  to 
account  for  over  t\\o-thirds  of  projected  global  growth  in  the  power  generation 
equipment  market  b\  20 1 0.  Of  the  BEMs,  the  Chinese  Economic  Area,  Mexico, 
India,  and  Indonesia  offer  great  growth  potential  for  electric  power  generation 
equipment  exports  because  of  their  large  and  rapidly  growing  populations  and 
industrialization. 
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Financial  Services:  Infrastructure  projects  in  the  BEMs  and  other  developing 
counuies  will  present  excellent  opportunities  forthe  U.S.  financial  services 
sector  which  enjoys  a  reputation  for  sophistication,  innovativeness,  and 
efficiency.  The  sector  covers  commercial  banks,  investment  banks  including 
securities  dealers,  and  insurance  companies.  Income  from  international 
activitiesofU.S.  financial  service  firms  isexpectedtodouble,  from  $7.7  billion 
in  I993toaprojected$17billionintheyear20l0.  Though  most  earnings  will 
be  made  in  connection  with  European  Union  and  North  American  business, 
the  greatest  growth  will  occur  in  the  BEMs. 

Other  Sectoral  Initiatives 

The  initial  selection  of  these  infrastructure  development  sectors  will  not 
detract  from  U.S.  government  export  policy  and  promotion  programs 
and  initiatives  in  other  sectors,  and  we  will  continue  to  seek 
opportunities  for  fostering  exports  regardless  of  whether  they  occur  in 
the  targeted  sectors.  An  example  is  our  industry-oriented  Textile  and 
Apparel  Export  Expansion  Program,  which  sponsors  12  to  14  major 
overseas  trade  promotion  events  annually. 

JTiis  list  of  key  sectoral  opportunities  in  the  BEMs  is  still  evolving  and 
will  be  expanded  in  the  fijture.  Appendix  6  summarizes  the  competition 
we  face  in  these  sectors  and  our  export  strategies  for  the  coming  year. 
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Focusing  on  New  Opportunities 

The  Regions  of  Latin  America  and  Asia-Pacific 


"Woridng  together,  we  can  unleash 
the  tremendous  potential  for  jobs, 
trade  and  investment  througttout  the 
Americas.  This  will  fuel  the  growth 
of  jobs  and  a  growth  of  business  and 
investment  in  fte  United  States  and 
allow  us  to  pursue  our  market-open- 
ing ambitions  not  only  in  Soutti 
America  and  in  the  Americas,  but 
also  to  provide  the  tiub  between  the 
two  fastest-growing  regions  in  the 
world,  Asia  and  the  Antencas. ' 

Mickey  Kantor. 

US.  Trade  Representative 


Growth  In  U.S.  Exports  to  Latin  America 


In  addition  to  emphasizing  Big  Emerging  Markets,  we  are  giving  increased 
attention  to  regional  strategies  in  non-traditional  markets,  particularly  in  Latin 
America  and  Asia. 

Latin  America 

At  no  time  in  recent  history  has  the  outlook  been  more  encouraging  for 
strengthening  U.S.-Latin  American  relations,  especially  in  the  commercial 
arena.  Latin  America  is  one  of  the  fastest  growing  regional  markets  for  U.S. 
goods  and  services.  Democracy  and  market-oriented  reform  now  prevail 
across  the  region,  and  the  North  American  Free  Trade  Agreement  (NAFTA)  is 
paving  the  way  toward  additional  trade  integration  efforts. 

in  1 993  U.S.  exports  to  Latin  America  rose  to  $78.5  billion.  U.S.  export  growth 
to  the  region  has  averaged  14.4  percent  annually  over  the  past  six  years.  In 
the  first  half  of  1 994,  U.S.  exports  to  Latin  America,  up  1 3  percent  over  1 993, 
were  growing  at  a  rate  twice  that  of  our  exports  to  the  worid.  The  outlook  is  for 

U.S.  exports  to  the  region  to 
continue  to  grow  at  a  much  faster 
rate  than  average. 
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The  gains  in  U.S.  exports  to  Latin 
American  countries  in  recent  years 
have  coincided  with  continued  eco- 
nomic restructuring  and  trade  liber- 
alization throughout  the  continent. 
A  key  step  in  the  economic  restruc- 
turing has  been  the  privatization  of 
state-owned  industries  and  utilities. 
As  a  result,  many  U.S.  firms  have 
acquired  an  interest  in  industrial  and 
utility  companies,  especially  in  the 
telecommunications  sector.  These 
developments  have  opened  oppor- 
tunities for  the  sale  of  U  .S.  high-tech  equipment  and  services  for  expansion 
and  modernization  programs. 

The  implementation  of  NAFTA  is  already  having  a  major  impact  on  U.S. 
exports  to  Mexico,  which  increased  almost  1 7  percent  in  the  first  half  of  1 994. 
The  passage  of  NAFTA  has  given  a  new  impetus  to  the  interest  of  Latin 
American  countries  in  working  toward  a  hemispheric  free  trade  zone.  More 
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COMMERCE  TRADE 

MISSION  YIELDS 
IMMEDIATE  RESULTS 

A  recent  Commerce  Department 
Trade  Mission  to  Latin  America 
yielded  immediate  results.  They  in- 
clude: the  signing  of  a  Memorandum 
of  Understanding  to  promote  the  in- 
volvement of  U.S.  companies  in  tfje 
$900  million  Tiete-Parana  Waterway 
Development  Project;  inauguration  of 
the  U.S.  Commercial  Center  in  Sao 
Paulo  to  showcase  U.  S.  products  and 
service:  the  signing  of  a  Memoran- 
dum of  Understanding  to  create  a 
U.S.  Argentina  Business  Develop- 
ment Council;  and  the  signing  of  a 
letter  of  intent  by  one  of  the  partici- 
pants to  supply  a  130  megawatt 
power  plant  to  an  independent  power 
company  in  Argentina. 


regional  free  trade  agreements  are  taking  shape.  Several  countries  have 
expressed  interest  in  negotiatinga  Free  Trade  Agreement  (FTA)  with  the 
United  States. 

The  Clinton  Administration  supports  the  concept  of  free  trade  in  the 
hemisphere  and  has  indicated  that  Chile  would  be  the  first  candidate 
for  an  FTA  after  passage  of  fast  track  legislation.  In  the  meantime, 
the  United  States  remains  willing  to  conclude  bilateral  investment 
treaties  and  intellectual  property  rights  agreements  with  other 
countries  in  the  region  and  to  work  with  both  their  public  and  private 
sectors  to  remove  barriers  to  trade. 

To  build  on  the  trade  liberalization  already  underway  in  the  region, 
v\e  have  launched  a  number  of  programs  to  help  American  firms 
expand  their  presence  in  the  fast-growing  Latin  American  market. 

Trade  Missions:  Secretary  of  Commerce  Brown  led  a  Presidential 
Business  Development  Mission  to  Argentina,  Brazil,  and  Chile  in 
June  1994  to  highlight  the  region  as  a  key  priority  market,  support 
U.S.  bidders  in  specific  projects,  and  promote  emerging  commercial 
opportunities.  Twenty-two  CEOs  of  U.S.  companies  and  the  heads 
of  three  agencies  participated  in  the  mission.  Numerous  contacts 
were  developed  for  future  business,  especially  in  the  energy, 
telecommunications,  environmental  technology,  health,  and 
services  sectors. 

Private  Sector  Partnerships:  Under  its  Market  Development 
Cooperator  Program,  the  Commerce  Department  has  provided 
grants  of  up  to  $500,000  over  a  three-year  period  to  "cooperators" 
(for  example,  trade  associations,  non-profit  groups,  state  trade 


WASHINGTON  APPLE  SALES  TO  MEXICO  ARE  UP 

When  Mexico  opened  its  doors  to  US.  apples  in  1990,  the  V/ashington  Apple  Commission  saw 
a  golden  opportunity  to  develop  a  new  market  But  the  Commission  faced  two  significant  ob- 
stacles: strong  competition  from  Mexican  producers,  and  lack  of  knowledge  among  Mexican 
consumers  and  the  trade  about  Washington  State  apples. 

Utilizing  their  own  resources  and  promotion  funds  from  the  U.S.  Department  of  Agriculture,  the 
Commission  swung  into  action  by  developing  materials  to  educate  the  trade  about  apples  and 
establishing  a  trade  distnbution  network  At  the  same  time,  the  Commission  launched  a  con- 
sumer education  program.  The  results  have  been  dramatic:  sales  of  Washington  apples  to 
Mexico  skyrocketed  from  just  574,000  cartons  to  over  4  million  cartons  in  just  one  year,  and 
reached  5. 7  million  cartons  in  1992/93.  and  6  7  million  cartons  in  the  first  11  months  of  1993/94. 
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TRADE  MISSION  TO 

LATIN  AMERICA 
HAILED  A  SUCCESS 

General  DataComm  Industries,  Inc 
partcipated  in  the  Presidential  Busi- 
ness Development  Mission  to  Latin 
Amenca  led  by  Commerce  Secretary 
Ronald  Brown  during  which  time  ftey 
closed  a  major  sale  with  a  Brazilian 
telephone  company 

General  DataComm  Industries  is  a 
Middlebury,  CT  based  telecommunica- 
tions company  employing  approxi- 
mately 1,800  people  worldwide. 
Charles  P  Johnson,  Chairman  and 
CEO  of  General  DataComm,  stated 
that  the  trip  .  enabled  me  to  renew 
and  establish  many  relationships  that 
will  help  to  further  General 
DataComm's  efforts  to  export  leading 
edge,  communications  products  used 
to  create  telecommunications 
infrastnjcture. ' 

'Our  company  has  been  doing  busi- 
ness in  Latin  Amenca  for  many  years. 
Progressive  governments  realize  that 
advanced  communications  infrastnjc- 
ture are  critical  to  growing  their  econo- 
mies and  over  the  past  several  years 
several  nations  have  begun  to  privatize 
and  deregulate  their  telecommunica- 
tions industries  towards  this  end.  The 
Brazilian  market  has  just  recently 
opened  and  itwHlbe  imperative  to  have 
continued  support  from  the  Adminis- 
tration to  ensure  that  this  and  other 
markets  stay  open  to  market  based 
competition. ' 

'This  recent  trade  mission  was  an 
outstanding  example  of  how  the  Ad- 
ministration is  working  to  support 
American  business  efforts  around  the 
world,  and  I  look  forward  to  partici- 
pating again.' 

Chartes  P  Johnson. 
Chairman  &  CEO 


departments )  to  pursue  promotional  activities  in  Argentina,  Bra2dl,  Mexico,  and 
Columbia.  Targeted  sectors  include  environmental  technologv',  automotive 
parts,  machine  tools,  and  packaging  equipment. 

Summit  of  the  Americas:  In  December  1 994,  President  Clinton  will  host  the 
Summit  ofthe  .Americas  in  Miami,  Fla.  A  key  purpose  of  this  meeting  is  to 
encourage  economic  growth  through  trade  and  investment.  The 
Administration  is  consulting  with  Latin  American  leaders  to  put  together 
a  comprehensi\e  package  of  proposals  for  the  summit  agenda  which 
reflects  the  concerns  of  the  governments,  non-governmental  organiza- 
tions, as  well  as  the  business  community. 

Trade  Finance:  Latin  America  is  a  major  recipient  of  U.S.  trade  finance 
and  investment.  In  FY  1993,  the  region  was  the  largest  destination  of 
Export-Import  Bank  (Ex-Im  Bank)  financing,  with  the  Bank  supporting 
$6  billion  of  U.S.  exports.  Mexico  and  Venezuela  ranked  first  and 
second,  respectively,  among  Ex-im  Bank's  individual  country  markets. 
The  Overseas  Private  Investment  Corporation  (OPIC)  significantly 
increased  its  finance  and  investment  efforts  in  Latin  America  in  1994, 
especially  for  key  sectors  such  as  energy,  telecommunications,  and  the 
environment.  The  Trade  and  Development  Agency  (TDA)  is  also 
actively  supporting  U.S.  commercial  efforts  in  the  region  by  funding  an 
increased  number  of  feasibility  studies  and  orientation  visits,  particularly 
for  projects  in  Argentina,  Chile,  and  Mexico.  Following  discussions 
between  Vice  President  Gore  and  the  President  of  Bolivia  in  March  1 994, 
TDA  funded  five  feasibility  studies  that  will  facilitate  the  privatization  of 
the  Bolivian  economy.  The  Commerce  Department  has  initiated  a  pilot 
program  designed  to  increase  the  flow  of  information  to  the  U.S.  business 
community  on  Inter-American  Development  Bank  programs. 

Export  Mexico:  As  described  in  the  section  highlighting  programs  that 
support  small-  and  medium-sized  businesses,  "Export  Mexico"  is  an 
interagency  initiative  which  provides  comprehensive  export  promotion 
and  finance  assistance  to  U.S.  companies  seeking  to  penetrate  this  fast- 
growing  export  market.  See  Appendix  4  for  more  details. 

Asia-Pacific 

The  Asia-Pacific  region  (excluding  Japan)  includes  the  worid's  fastest 
growing  economies  and  three  of  the  worid's  largest  countries.  This 
region,  which  spans  Northeast  Asia  (China,  Taiwan,  and  South  Korea), 
Southeast  Asia  (ASEAN  and  Indochina),  Australasia  (Australia,  New 
Zealand,  and  the  Pacific  Islands),  and  South  Asia  (India,  Pakistan,  and 
surrounding  economies),  has  a  combined  GNP  approaching  $2  trillion, 
with  fast  rising  incomes.  Growth  rate  leaders  include  China,  Malaysia, 
Thailand,  Taiwan,  and  Indonesia,  all  of  which  have  had  real  growth 
exceeding  six  percent  annually. 
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i  Billions 


In  1 993,  Asia  absorbed  more  than  one-fifth  of  all  U.S.  exports.  U.S.trade  with 
this  region  (e.xciuding  Japan)  exceeded  $230  billion  in  1993  comprising 
approximately  one-quarter  of  the  United  States'  trade  with  the  world.  While 
exports  to  the  region  have  almost  tripled  over  the  last  10  years,  reaching  more 
Total  U.S.  Goods  Trade  by  Region,  1993  than  $90  billion,  imports  from  Asia  and 

the  Pacific  exceeded$  1 35  billion,  result- 
Mim-Ptcmc  ing  in  a  deficit  of  approximately  $45 

»^^  billioa 

Japan 

Trade  deficits  color  our  major  bilateral 
relationships  throughout  the  region,  with 
the  e.xception  of  Australia.  Within  the 
region,  the  most  open  markets  are  in 
Southeast  Asia,  while  market-access 
issues  in  South  Korea  (standards,  cus- 
toms procedures,  and  problems  in  con- 
sumer goods,  and  services),  India  (exten- 
sive quotas  and  high  tariffs),  China  (non- 
Growth  in  U.S.  Exports  to  the  Asia-Pacific  Region,  Excluding  Japan 
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tariffbarriers  and  services),  and  to  a  lesserextent  Taiwan  (intellectual  property 
rights,  restrictions  on  fi  nancial  services)pose  significant  problems  fOTU.S.  firms. 

We  have  undertaken  a  number  of  programs  to  help  U.S.  businesses  take 
advantage  of  the  export  opportunities  in  this  fast-growing  region,  particularly 
those  arising  out  of  Asia's  infrastructure  development,  notably  in  energy, 
transportation,  and  telecommunications.  The  volume  of  these  projects  could 
surpassseveraltrilliondollarsinthenexttwodecades.  Taiwan  is  the  largest  market 
in  the  world  for  major  projects,  with  its  $300  billion  Six  Year  Plan.  China,  Hong 
Kong,  Thailand,  Indonesia,  and  Malaysia  also  have  many  ongoing  projects. 
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U.S.  SUSTAINABLE  ENERGY 

TRADE  MISSION  TO  INDIA  ACHIEVES 

MAJOR  SUCCESSES 


Secretary  of  Energy  Hazel  R.  O'Leary  led  a  Presidential  Trade 
Mission  to  India  July  7-15,  1994  to  promote  sustainable  devel- 
opment in  energy,  environment,  and  trade.  Secretary  O'Leary 
met  with  the  Indian  Prime  Minister,  PV.  Narasimha  Rao,  as  well  as 
numerous  senior  government  and  private  industry  officials.  During 
the  mission,  U.S.  businesses  concluded  commerraal  deals  worth 
tiundreds  of  millions  of  dollars,  including  eleven  new  private 
sector  ventures. 

Major  govemment-to-govemment  agreements  were  concluded 
on:  renewable  energy  clean  coal  technology  energy  efficiency 
and  environment  enhancing  energy  technology  An  Indian 
delegation  is  expected  to  visit  the  United  States  in  early  1995  to 
continue  the  partnership  and  Secretary  O'Leary  is  committed  to 
return  to  India  later  that  year 

According  to  industry  representatives  of  the  Presidential  Mis- 
sion, 'It  is  our  view  that  the  specific  expertise  of  the  Department 
of  Energy  personnel,  as  it  applies  to  the  increasing  energy  and 
environment  requirements  of  developing  nations,  was  invalu- 
able and  is  critical  to  the  ongoing  success  of  the  Indo-U.S. 
partnership.' 


Our  export  initiatives  include: 

Information  Dissemination  and  Advocacy:  We  have  emphasized  improved 
information  dissemination  and  advocacy  on  behalf  ofU.S.  companies  as  a  way 
of  increasing  U.S.  participation  in  the  region's 
infrastructure  projects.  We  distribute  information 
through  electronic  databases  in  the  United  States 
and  the  domestic  field  network.  Our  interagency 
network  and  Advocacy  Center  are  actively 
supportinganumberofU.S.  companies  bidding 
on  projects  in  the  region  including  a  $6  billion 
nuclear  power  project  in  Taiwan  and  a  $  1  billion 
automotive  joint  vennire  in  China. 


Trade  Finance:  Competitive  financing  is  often  a 
critical  component  of  successful  U.S.  bids  for 
Asian  infrastructure  projects.  The  lack  of  strong 
financing  has,  in  the  past,  placed  U.S.  companies 
at  a  disadvantage  in  a  number  of  countries.  As  a 
result,  the  financing  agencies  have  stepped  up 
efforts  to  support  U.S.  companies.  The  provision 
ofTDA  feasibility  grants  has  been  instrumental  in 
increased  U.S.  exports  to  a  number  of  countries, 
notably  Malaysia  and  Indonesia.  During  fiscal 
years  1 993  and  1 994,  OPIC  committed  significant 
new  financing  to  infrastructure  projects  in  Asia. 
This  includes  commitments  to  several  powerptojects 
in  India  and  Indonesia.  The  Administration's  new 
tied  aid  policy  has  enabled  Ex-Im  Bank  to  meet  the 
concessional  financing  offers  of  our  foreign 
competitors  in  key  Asian  markets. 


Trade  Missions:  Several  top  Administration  officials  have  taken  trips  to  the 
region  during  the  last  year — Secretary  of  Commerce  Ronald  Brown  led  a  trade 
mission  to  China  and  Hong  Kong;  Ex-Im  Bank  Chairman  Kenneth  Brody  visited 
Indonesia;  Secretary  of  Energy  Hazel  O'Leary  travelled  to  India  and  Pakistan; 
and  Secretary  of  Agriculture  Mike  Espy  met  with  government  and  business 
officials  in  Hong  Kong  and  China. 

In  addition,  we  have  developed  specific  programs  aimed  at  the  Asian  market. 
These  include: 


70 


133 


The  Regions  of  Latin  America  and  Asia-Pacific 


TDA  HELPS  INCREASE  EXPORTS 
THROUGH  FEASIBILITY  GRANTS 

TDA  has  taken  the  lead  in  identifying  Indonesia's  aviation  sec- 
tor as  one  of  immense  business  opportunities,  an  $11  billion 
market  over  the  next  decade  TDA  funded  a  feasibility  study  of 
Indonesia's  aviation  needs  and  followed  up  this  year  by  spon- 
sonng  an  onentation  visit  of  senior  Indonesian  aviation  officials 
The  officials  participated  in  a  TDA-sponsored  conference  that 
outlined  these  opportunities  for  the  U.S.  business  community. 
Several  companies,  as  a  result  of  the  conference,  are  actively 
exploring  business  in  Indonesia. 


Destination  ASEAN,  U.S.  -  ASEAN  Alliance  for 
Mutual  Growth  ( AMG),  and  Ambassadors  Tours: 
The  Association  of  Southeast  Asian  Nations 
(ASEAN),  which  includes  Thailand,  Indonesia, 
Malaysia,  Singapore,  Philippines,  and  Brunei,  is  a 
region  where  the  growth  rate  has  been  in  double 
digits  in  the  past  five  years.  Very  substantia]  growth 
is  expected  to  continue  in  the  next  five  to  1 0  years. 
We  have  been  involved  in  three  export  initiatives  to 
support  a  boost  in  U.S.  exports  to  this  region. 

•  Destination  ASEAN,  described  earlier,  is  a  cus- 
tomized export  promotion  and  finance  program 
to  assist  primarily  smaller  U.S.  exporters. 

•  The  ASEAN  Alliance  for  Mutual  Growth  (AMG)  is  a  multilateral  initiative 
to  encourage  mutually  beneficial  trade  relations  between  the  United  States 
and  the  ASEAN  by  offering  opportunities  for  business  and  government 
leaders  to  get  better  acquainted  through  trade  and  economic  missions  and 
other  cooperative  activities.  Other  important  elements  of  this  initiative 
are:  technical  standards  programs;  joint  ventures  between  small-  and  me- 
dium-sized firms  in  the  United  States  and  ASEAN;  and  management  and 
technical  training. 

•  Each  year  U.S.  Ambassadors  in  the  six  ASEAN  countries  travel  around  the 
United  States  together,  highlighting  business  and  commercial  activities  in 
the  Asia-Pacific  region.  Thistourisakeypartofourefibitstoreachsmall-to- 
medium  firms  which  might  not  otherwise  have  considered  investing  there.  In 
addition,  the  State  Department  is  encouraging  ASEAN  Ambassadors  accred- 
ited to  the  United  States  to  speak  to  American  expdrteis  about  the  economic 
performance  of  their  countries.  This  fall,  the  ASEAN  Ambassadors,  under 
the  auspices  of  the  U.S.-ASEAN  Business  Council,  will  visit  a  number  of 
U.S.  cities  in  a  tour  that  mirrors  the  eflForts  of  their  American  counterparts. 
The  State  Department  will  work  with  the  U.S.-Philippine  Business  Commit- 
tee in  arranging  a  tour  of  Filipino  government  and  business  leaders  who 
will  be  promoting  inftastructure  development  in  the  Philippines. 

Asia-Pacific  Economic  Cooperation  ( APEC):  This  forum  remains  one  of  our 
primary  vehicles  for  advancing  economic  cooperation  and  trade  and 
investment  liberalization  in  the  Asia-Pacific  region.  The  Adminisuation  is 
working  closely  with  U.S.  firms  to  ensure  that  their  priorities  and  interests 
are  ftilly  reflected  throughout  APEC's  ambitious  work  program.  In  the  past 
year,  U.S.  agencies  have  worked  closely  with  the  Indonesian  chair  to  lay 
the  groundwork  for  the  November  1 994  Ministerial  and  Leaders  meetings. 
They  will  support  APEC  goals:  trade  liberalization;  human  resources 
development;  fostering  the  growth  of  small-  and  medium-sized  businesses; 
inftastructure  development;  and  an  increased  role  for  the  private  sector. 
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These  activities  complement  the  efforts  of  the  Office  of  the  U.S.  Trade 
Representative,  and  the  Departments  of  Agriculture,  State,  Commerce,  and 
Treasury  to  expand  the  U.S.  commercial  presence  in  the  region  using  trade 
policy  initiatives.  Officials  continue  to  be  engaged  in  negotiations  in  a 
wide  range  of  areas,  including  market  access,  customs  procedures, 
standards,  and  intellectual  property.  In  countries  such  as  China  and  South 
Korea,  where  there  are  systemic  barriers  to  U.S.  business,  improved  market 
access  is  particularlv  necessary  for  successful  trade  promotion  work. 


OPIC  FINANCE  PROJECT  IN  ASIA 
SUPPORTS  JOBS  AT  HOME 

AES  Corporation,  of  Arlington,  Virginia,  is  undertaking  the  development  and  opera- 
tion of  two  210  megawatt  units  of  a  coal-fired  power  generation  facility  in  tfje  State  of 
Orissa  in  eastern  India.  Raytheon  and  Foster  Wheeler  will  be  providing  construction 
management  and  procurement  services,  while  Foster  Wheeler  and  Gener^  Electric 
will  provide  equipment  and  equity  to  the  project.  OPIC  anticipates  providing  $75 
million  in  financing  and  $150  million  of  political  risk  insurance  in  support  of  the 
project  The  project  will  help  to  relieve  the  critical  power  shortage  in  Onssa  and 
stimulate  economic  development  in  this  regkm  of  India.  Additnnally  the  pn^ect  will 
procure  goods  and  services  from  American  businesses  valued  between  $250-$300 
million  and  generate  at  least  2,220  person-years  of  emphyment 
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Traditional  Export  Markets 


Top  Five  Purchasers  of  U.S.  Exports,  1993 
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While  the  Big  Emerging  Markets  are  a 
icey  forward-looking  element  of  our 
strategy,  large  industrialized  countries 
also  offer  excellent  prospects  for  U.S. 
exports.  We  have  no  intention  of 
neglecting  such  key  traditional  export 
markets  as  Japan,  Canada,  and 
Western  Europe,  which  accounted  for 
$262  billion  ofU.S.  exports  in  1 993,  or 
56  percent  of  our  global  exports.  The 
Administration  has  initiated  several 
programs  to  help  U.S.  firms  increase 
their  exports  to  these  countries. 


Growth  of  Total  U.S.  Exports  to  Japan,  1983-1993 
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Japan 

As  the  world's  second  largest  economy, 
Japan  offers  tremendous  potential  for 
U.S.  sales.  It  is  already  our  second 
largest  export  market  with  U.S. 
exports  to  Japan  in  1993  totaling  $48 
billion.  Japan  is  currently  implement- 
ing a  10-year  infrastructure  invest- 
ment plan  with  a  value  of  430  trillion 
yen,  and  there  has  been  some 
discussion  within  the  Japanese  gov- 
ernment about  increasing  this  figure. 
Japan  has  a  five-year  Official  Devel- 
opment Assistance  (ODA)  program  of 
$70  billion  plus  an  additional  surplus 
recycling  program.  Japan  is  a  key 
factor  in  the  marketing  strategies  of  U.S.  firms  for  the  Asian  region  as  a 
whole  since  much  of  the  competition  they  face  will  be  from  Japanese 
companies  and  much  development  assistance  comes  from  Japan.  From  a 
regional  perspective,  it  is  important  for  our  firms  to  have  a  competitive 
presence  in  Japan. 

New  opportunities  are  being  created  by  the  far-reaching  changes  taking 
place  in  the  Japanese  economy.  With  their  enhanced  competitiveness  and 
technological  expertise,  U.S.  firms  are  in  an  excellent  position  to  capitalize 
on  these  conditions.  There  are  enormous  infrastructure  investments  planned 
by  the  Japanese  government  in  communications,  transportation,  and  social 
sectors  and  the  Administration  is  strongly  supporting  U.S.  firms"  efforts  to 
take  advantage  of  these  and  other  growth  markets. 
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Our  export  promotion  staff  in  Japan,  totaling  80  members,  is  our  largest 
contingent  in  the  world.  The  staff  works  closely  with  such  organizations  as 
the  American  Chamber  of  Commerce  in  Japan,  the  American  State  Office 
Association,  and  industry  associations.  Cooperation  is  spreading.  For  the 
first  time,  an  interagenc\  group  in  Washington,  D.C.  is  coordinating  agency 
promotional  programs  to  mirror  efforts  at  the  U.S.  Embassy  in  Japan. 

We  are  now  strengthening  a  wide  range  of  commercial  programs  to  assist 
our  firms  in  the  Japanese  market: 

•  The  Japan  Corporate  Program  is  a  unique  cooperative  effort  between 
the  Commerce  Department  and  19  U.S.  companies  in  a  five-year  joint 
endeavor  to  establish  a  su-ong  market  presence  for  each  firm  in  Japan. 
Many  participating  firms  have  already  recorded  marketing  successes 
fi-om  this  program.  Follow-up  with  participants  to  identify  what  ex- 
port assistance  is  most  effective  is  now  a  key  element  of  this  program. 

•  The  Japan  Export  Promotion  Program  offers  business  counseling 
through  the  Japan  Export  Information  Center  at  the  Department  of 
Commerce.  The  Center  recently  added  a  "fax-on-demand"  system  with 
information  on  the  Japanese  market  and  how  to  do  business  there,  and  on 
how  to  participate  in  Japanese  ODA  in  Asia  and  elsewhere.  The  Cen- 
ter recently  released  the  second  edition  of  Destination  Japan:  A  Busi- 
ness Guide  for  the  90s,  a  comprehensive  export  guide  for  U.S.  firms. 


U.S.  GOVERNMENT  SUPPORT  HELPS  AMERICAN  FIRMS 
ENTER  JAPANESE  CONSTRUCTION  MARKET 

U.S.  government  advocacy  contributed  to  the  sele<^ion  of  A.  Epstein  and  Sons  Intemabond  Inc.,  an 
American  t^sign  fimi,  to  help  design  the  Osaka  International  Conference  Center.  This  represents 
a  recent  success  resulting  from  the  new  Construction  Action  Plan,  an  agreement  negotiated  by  the 
U.S.  government  to  open  construction  procurement  in  Japan.  Revised  procedures  under  the  plan 
helped  the  American  firm  enter  this  traditionally  protected  sector  of  Japan's  construction  maricef. 


U.S.  government  officials  met  with  Japanese  represenfaftves  to  support  Global  Trek,  a  U.S.  fimn 
located  in  Kyushu  Oiat  imports  American  building  materials.  Thmugh  these  successful  meetings, 
Gtoba/  Trek  secured  an  agreement  with  the  fQtakyushu  Municipal  Housing  Authority  to  supervise 
the  consfriycfjon  of36An)erican-style  houses  with  U.S.-made  building  materials— a  $13  millk)n  project. 
Our  commercial  staff  has  met  repeatedly  with  Japanese  officials  to  support  greater  U.S.  partKipa- 
tion  in  the  housing  industry  in  Japan.  We  expect  continued  U.S.  government  advocacy  in  Japan  to 
result  in  increased  opportunities  for  U.S.  firms  to  partiapate  in  all  types  of  constmcbon  opportuni- 
ties, including  those  in  Japan's  growing  housing  sector. 
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PROMOTIONS  PAY  OFF 

WITH  JAPANESE 

RICE  IMPORTS 

The  USA  Rice  Council  and  the  U.  S 
Department  ofAgnculture  invested 
$4  million  of  Market  Promotion  Pro- 
gram funds  in  Japan  to  enhance  the 
image  of  U.  S.  nee  This  maritet  de- 
velopment work  paved  the  way  for 
U.S.  rice  to  capitalize  on  the  recent 
opening  of  the  Japanese  market  In 
the  final  quarter  of  last  year  $14 
million  in  U.S.  rice  was  exported  to 
Japan;  exports  grew  to  $50  million 
in  the  first  half  of  1994.  Growth  and 
market  share  prospects  are  more 
secure  as  a  result  of  such  govem- 
ment/pnvate  cooperation  on  well- 
planned  and  executed  market  pro- 
motion activities  in  Japan. 


•  Our  Joint  Trade  Promotion  Cooperation  Program  with  the  govern- 
ment of  Japan  ensures  that  our  export  promotion  programs  and 
Japan's  import  promotion  programs  support  and  reinforce  each  other. 

Moreover,  we  are  developing  an  expanded  new  export  promotion 
program  for  the  next  year  which  will  include: 

•  Advocacy:  Senior  U.S.  officials  will  aggressively  intervene  on  be- 
half of  U.S.  business  to  ensure  a  level  playing  field. 

•  Financing:  The  Advocacy  Center  will  track  projects  for  which  Japa- 
nese ODA  is  available,  in  order  to  help  U.S.  firms  more  ftilly  par- 
ticipate in  these  financing  opportunities  in  third  countries. 

•  Implementation  of  a  Prototype  Export  Promotion  Program  in 
the  Information  Technologies  Sector:  We  will  place  major  em- 
phasis on  the  information  technologies  sector,  where  U.S.  firms  have 
a  substantial  lead.  The  Japanese  government  has  estimated  that  in- 
vestments of  over  $1  trillion  will  be  made  in  this  sector  over  the 
next  decade,  and  the  Administration  will  be  mounting  a  full  court 
press  to  advocate  on  behalf  of  U.S.  firms  and  to  press  for  deregula- 
tion to  gain  access  to  government  procuremenis.  This  program  will 
include  several  new  trade  events  such  as  a  software  trade  mission  in 
September  1994,  a  computer  sales  mission  in  mid- 1995,  and  fur- 
ther consultations  with  firms  in  this  sector  in  the  United  States  and 
in  Japan. 

•  Focus  on  Future  Trends  in  the  Japanese  Economy:  The  entire 
export  promotion  team  will  be  focusing  on  key  underlying  trends  in 
the  Japanese  economy  which  will  have  implications  for  U.S.  sales. 
In  addition  to  the  inevitable  growth  of  the  information  technology  sec- 
tor, such  trends  will  include  the  aging  of  the  Japanese  population,  the 
need  for  advanced  medical  equipment,  the  growth  of  the  leisure  and 
entertainment  sector,  and  the  growth  in  housing  construction. 

•  Trade  Events:  The  American  Catalog  Show  in  Osaka,  along  with 
other  catalog  promotions,  will  take  advantage  of  the  booming  di- 
rect mail  order  business.  Additional  trade  events  will  be  held  for 
newly  competitive  and  growing  sectors  such  as  textile/apparel,  out- 
door/recreation equipment,  and  auto  parts. 

•  Increased  Linkage  Between  Trade  Policy  and  Export  Promo- 
tion Efforts:  We  will  press  for  deregulation  in  key  sectors,  includ- 
ing telecommunications  and  medical  equipment.  We  will  monitor 
the  new  action  plan  covering  government  procurement  in  the  con- 
struction sector  to  ensure  that  foreign  firms  are  given  opportunities 
to  compete  in  an  open  and  transparent  system. 


75 


138 


Tradittonal  Expon  Markets 


Growtti  of  Total  U.S.  Export*  to  Canada.  1988-1993 
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Canada 

Canada  has  been  a  mainstay  in  U.S.  export 
performance,  with  sustained  growth  even  during 
periods  of  recession  in  both  countries.  No  market  in 
the  world  is  as  free  and  open  to  U.S.  goods  and 
services  as  that  of  Canada.  Close  to  97  percent  of  all 
U.S.-Canada  trade  passes  freely  across  our  borders 
without  an>  obstructions  or  problems.  Implementa- 
tion of  the  U.S.-Canada  Free  Trade  Agreement 
(CFTA)  in  1989  and  the  North  American  Free  Trade 
Agreement  (NAFTA)  in  1994,  have  helped  remove 
most  of  the  remaining  trade  barriers. 

Beginning  with  the  CFTA,  and  extending  into  NAFTA,  our  trade 
initiatives  with  Canada  have  offered  U.S.  businesses  significant 
opportunities  in  the  Canadian  market.  While  the  results  of  NAFTA  may 
take  some  time  to  become  fully  evident,  the  results  garnered  from  the 
CFTA  are  well  documented.  From  1988  to  1993,  U.S.  exports  to  Canada 
grew  from  $71.6  billion  to  over  $100  billion.  Exports  have  been 
particularly  strong  in  those  sectors  that  were  faced  with  high  pre-CFTA 
taritT rates.  Between  1 988  and  1 992,  exports  in  46  of  98  product  categories 
grew  100  percent  or  more.  Based  on  the  positive  impact  of  the  bilateral 
agreement,  U.S.  and  Canadian  firms  petitioned  their  governments  and 
received  faster  tariff  removal  on  over  1,000  products  worth  $9  billion  in 
the  years  since  the  CFTA  was  implemented. 

In  the  wake  of  NAFTA,  we  have  mounted  an  extensive  media  campaign  to 
alert  U.S.  exporters  to  expanded  market  opportunities  in  Canada.  Key 
elements  of  this  program  include: 

•  Seventy-six  "Doing  Business  under  NAFTA:  Customs  Rules  for  Ex- 
porters" seminars  conducted  jointly  by  the  Commerce  Department  and 
Federal  Express  across  the  United  Stales  during  January  -  May  1994. 
This  series  reached  1 7,000  U.S.  exporters,  and  was  so  successful  that 
a  follow-up  series  will  begin  this  fall. 

•  The  first  North  American  Business  Outlook  Conference  in  May  1994 
attended  by  600  business  representatives  and  government  officials  from 
Canada,  Mexico,  and  the  United  States. 

•  A  wide-ranging  trade  events  program  covering  sectors  such  as:  avia- 
tion, consumer  and  industrial  products,  packaging,  hardware,  and  plas- 
tics. 

U.S.  exporters  also  have  access  to  our  automated  fax-on-demand  system 
established  at  the  Commerce  Department,  which  provides  answers  to  the 
most  frequently  asked  questions  about  exporting  goods  and  services  to 
Canada,  including  information  on  the  removal  of  Canadian  import  tariffs. 
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NAFTA  customs  and  business  travel  procedures,  and  government 
procurement  updates.  During  the  first  three  quarters  of  FY  1 994,  more 
than  1 2,000  calls  were  received. 


Growth  of  Total  U.S.  Exports  to  Western  Europe,  1983-1993 
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Western  Europe  accounts 

for  almost  one  out  of  four 

U  S  export  dollars 


Western  Europe 

Europe's  $7.9  trillion  economy  is  the  largest  in 
the  world  and  constitutes  a  major  foreign 
market  for  American  companies.  Our  more 
than  $100  billion  exports  to  Western  Europe 
account  for  nearly  one  in  every  four  dollars  of 
exports,  and  over  the  past  10  years,  total  U.S. 
exports  to  Western  Europe  have  more  than 
doubled.  Europe  presently  is  in  a  period  of 
rapid  change,  as  it  emerges  from  the  deepest 
economic  downturn  since  the  1930s.  The 
European  Union  is  expanding  to  include 
virtually  all  economies  in  Europe,  and  is 
rapidly  expanding  its  policy  reach. 


Percentage  of  Total  U.S.  Exports  by  Region,  1993 
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An  economically  strong  Europe  open  to  American  exports  and 
investment  is  critical  to  our  international  economic  ftitiire.  The  keys  to 
potentially  large  increases  in  U.S.  exports  and  jobs  are:  (1 )  resumption  of 
economic  growth  in  Europe,  (2)  increased  marketing  efforts  by  U.S. 
firms,  (3)  tailored  government  export  promotion  programs  and,  (4) 
ensuring  ftjil  rights  for  our  companies  in  the  Single  European  Market.  If 
armual  European  GDP  growth  averages  2.5  percent  and  we  can  reverse 
the  recent  trend  of  declining  U.S.  market  share  of  European  imports,  our 
exports  can  grow  by  another  $100  billion  by  the  year  2000. 
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TRADE  EVENT  LEADS 
TO  EXPORT  SALE  FOR 
SMALL  KANSAS  FIRM 

As  a  consequence  of  U.S.  government 
overseas  commewial  support,  Mueller  In- 
dustries, Inc.  received  $1  million  in  imme- 
diate sales  from  the  Octol>er  1993  Munich 
'IKK'  International  Trade  Fair  for  air-con- 
ditbning  and  refrigeration  equipment. 

Mueller  Industries,  located  in  Wichita, 
Kansas,  is  a  small  business  which  pro- 
duces refrigeration  and  air  conditioning 
equipment,  air-filters,  copper  bibes,  valves 
and  fittings.  Overseas  commercial 
specialists  provided  counseling,  market 
research,  and  trade  fair  assistance  to  both 
Mueller  Industries  and  tfie  16  other  U.S. 
companies  participating  in  the  fair  Rob- 
ert Fleeman,  International  Vice  President, 
collected  97  sales  leads  at  the  fair  and 
anticipates  $2  million  in  future  show-re- 
lated exports. 


Given  the  huge  role  of  U.S.  investments  in  Europe  —  nearly  $270  billion 
at  year-end  1993  —  it  is  vital  to  ensure  that  U.S.  companies  obtain  all  the 
benefits  of  the  integrated  borderless  market.  U.S.  finns  must  also  be  able 
to  participate  fully  in  the  major  privatization  of  government-owned  firms 
now  occurring  in  Europe.  To  keep  up-to-date  on  today's  Europe,  the 
United  States  needs  to  focus  on  a  number  of  new  growing  centers  of 
economic  power  there. 

Showcase  Germany.  A  unified  Germany  in  the  heart  of  Europe  represents 
a  major  industrialized  market  for  U.S.  commercial  interests  —  a  $19 
billion  market  for  U.S.  exports  in  1993  —  but  one  in  which  the  United 
States  is  losing  market  share  and  where  a  sustained  and  reinvigorated 
promotional  strategy  is  essential.  Germany  is  an  excellent  base  from 
which  U.S.  sales  throughout  Europe  can  be  promoted.  The  United  States 
and  Germany,  as  the  worid's  top  two  exporting  countries,  are  finding  their 
economies,  their  enterprises,  and  their  trade  and  investment  activities 
increasingly  linked  and  interdependent. 

"Showcase  Germany"  is  the  cornerstone  of  our  program  to  increase  U.S. 
export  sales  not  only  to  Germany,  but  throughout  Eastern  and  Western 
Europe.  The  initiative  was  developed  over  the  past  year  by  our  Embassy  in 
Bonn,  with  active  support  from  a  number  of  Washington  agencies, 
including  the  Departments  of  Commerce,  State,  Agriculture,  and  the  U.S. 
Information  Agency.  Showcase  Germany  has  three  goals: 


(1) 


(2) 


(3) 


to  demonstrate  to  the  German  government  and  German  industry  our 
recognition  of  the  importance  of  a  cooperative  U.S.-German  trade 
and  investment  relationship; 

to  reverse  the  long-tenm  decline  in  the  U.S.  share  of  the  German 
market  by  increasing  the  number  of  U.S.  companies  selling  there; 
and 


to  build  stronger  and  deeper  economic  ties  between  the  two  coun- 
tries to  support  our  overall  relationship. 

Key  features  of  the  program  include: 

•  New  business  information  centers  in  the  "America  Houses"  in  Frank- 
furt, Munich,  Cologne,  Beriin,  and  Hannover  which  give  the  German 
business  community  in  each  region  a  single,  readily  accessible  source 
for  information  on  American  products  and  services. 

•  The  Department  of  Agriculture's  relocation  of  its  trade  office  to  the 
Consulate  General  in  Hamburg,  where  space  will  be  provided  to  some 
U.S.  agricultural  trade  associations. 
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•  The  Berlin  "New  Traditions"  Conference  held  in  September  1994, 
bringing  U.S.  and  German  corporate  leaders  together  with  senior  gov- 
ernment officials  to  emphasize  Germany's  commercial  importance 
in  the  heart  of  Europe. 

•  The  reopening  of  the  Consulate  General  in  Duesseldorf  in  June  as  an 
American  Business  Center  to  bolster  the  U.S.  commercial  presence 
in  the  heavily  industrialized  heart  of  Germany. 

•  A  "Major  Customers  Initiative,"  which  will  build  upon  recent  market 
openings  in  the  telecommunications,  heavy  electrical,  automotive, 
and  environmental  technology  fields,  by  working  with  major  Ger- 
man corporate  buyers  to  match  them  with  U.S.  products  and  services. 

•  A  series  of  business  missions  to  eastern  Germany,  co-sponsored  by 
the  German  Ministry  of  Economics  and  the  Department  of  Com- 
merce, will  bring  American  companies  to  this  underdeveloped  but 
promising  region.  Missions  focusing  on  safety/security  and  envi- 
ronmental technologies  are  planned  for  late  1994. 

•  A  foreign  buyer  initiative  bringing  organized  buyer  groups  from 
throughout  east  and  west  Europe  to  major  trade  fairs  held  annually  in 
Germany,  where  U.S.  firms  are  already  exhibiting  their  goods. 

•  Expanded  advocacy  efforts  on  behalf  of  U.S.  firms  competing  for 
major  projects  in  Germany,  including  a  major  focus  on  infi^structure 
and  privatization  projects,  particularly  in  the  eastern  part  of  Germany. 

Next  Steps:  Developing  a  Broader  European  Suategy.  Building  on 
our  experience  with  Showcase  Germany,  we  have  taken  initial  steps  to 
develop  a  broader  European  strategy  designed  to  assure  that  U.S.  firms 
benefit  from  European  economic  recovery. 

Early  in  September  1994,  U.S.  commercial  officers  from  across  Europe 
convened  in  Frankfiort  with  senior  management  from  the  Commerce 
Department  and  other  agencies  to  begin  developing  a  new  commercial 
approach  to  Europe.  It  will  be  built  on  our  traditionally  strong  commercial 
presence  in  the  United  Kingdom;  our  early  successes  with  Showcase 
Germany;  and  a  pan-European  commercial  strategy  developed  to  take 
advantage  of  several  trends.  These  include  the  evolution  of  Western 
Europe  into  a  single  market,  the  increasing  commercial  links  between 
Western  Europe  and  Eastern  Europe,  and  the  growth  of  U.S.  exports  from 
U.S.  firms  to  their  affiliates  within  Europe.  This  new  strategy  will  be  one 
of  our  top  priorities  for  1995. 
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Economies  in  Transition 


'These  nations'  success  is  important 
to  ttw  United  States  for  two  reasons: 
first,  their  prosperity  creates  growing 
markets  for  American  products,  thus 
creating  jobs  and  growth  in  the  United 
States.  Second,  the  failure  to  make 
the  transition  too  often  means  insta- 
bility and  a  costly  drain  on  American 
political,  economic,  and  military 
resources' 

Ronald  Brown.  Secretary 
of  Commerce 


Manufactured  Exports  to  Russia 


Scurc*     0«t)t  Of  Conwr«fc*  ITA 


The  world  has  witnessed  many  dramatic  changes  over  the  past  five 
years.  From  the  fall  of  the  Berlin  Wall,  to  the  fledgling  democracy  being 
built  in  Russia,  to  the  now  famous  handshake  between  two  former 
Middle  East  foes  in  the  White  House  Rose  Garden,  the  global  pace  of 
change  has  been  unprecedented.  As  a  result,  a  new  international 
economic  and  commercial  environment  is  emerging.  Large  parts  of  the 
world  that  had  once  been  closed  or  had  remained  separate  from  the 
market  economies  of  the  West  are  now,  slowly,  making  the  transition  to 
a  free  market  system.  These  developments  offer  significant  prospects 
for  U.S.  exports  in  the  coming  decades. 

Nevertheless,  Russia  and  the  other  countries  of  the  former  Soviet 
Union,  the  nations  of  Central  and  Eastern  Europe,  and  the  West  Bank 
territories  are  going  to  need  help  to  make  fundamental  changes  in  their 
economies.  In  the  past  year  we  have  launched  initiatives  to  expand  U.S. 
trade  and  investment  with  these  nations.  Most  of  our  efforts  have  been 
geared  toward  opening  their  markets  through  the  support  of  business 
development  programs,  privatization,  and  the  expansion  of  U.S. 
investment.  Through  a  coordinated  effort  described  below,  agencies 
have  taken  some  significant  steps  not  only  to  strengthen  our  commercial 
relationships  with  these  nations,  but  also  to  promote  political  stability 
and  security  through  economic  progress. 

Russia  And  The  Newly  Independent  States 

Russia  and  the  other  Newly  Independent  States  (NIS)'  are  expected  to 
be  among  the  fastest  growing  markets  of  the  21st  century,  if  they 
succeed  with  their  political  and  economic  reforms.  The  U.S. 
government  is  pursuing  the  two-fold  purpose  of  opening  these  new 

markets  for  U.S.  goods  and  services  and 
promoting  the  growth  of  market  democra- 
cies. These  goals  are  complementary. 
Only  the  Western  business  community, 
not  governments,  can  supply  the  capital 
and  technology  that  the  NIS  will  need  to 
reform  and  restructure  their  economies. 
U.S.  manufactured  exports  to  Russia 
doubled  in  1993  to  $1.6  billion.  U.S. 
companies  also  increased  their  invest- 
ment in  Russia,  currently  estimated  at 
about  SI  billion,  and  maintained  their 
position  as  the  leading  Western  investors. 


'NIS  Russia.  Ukraine.  Belarus  Kazakhstan  Kyrgyzslan  Tajikistan.  Turkmenistan  Uzbekistan  Moldova.  Georgia.  Armenia,  and  Azerbaijan 
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RUSSIAN  OIL  &  GAS  PROJECT 
PROVIDES  EXPORT  OPPORTUNITIES 

On  June  22,  Vice  President  Gore  and  Prime  Minister 
Chernomyrdin  issued  a  statement  supporting  the  devel- 
opment of  a  major  oil  and  gas  project  on  Sa/crta/m 
Island.  The  first  initiative  of  the  U.S.-Russian  Ombuds- 
men for  Energy  and  Commercial  Cooperation,  the 
Sakhalin  II  f^roject  represents  a  m^  step  forv/aid  in  the 
development  of  the  Russian  energy  sector  and 
offers  a  significant  opportunity  to  demonstrate  the 
benefits  of  western  investment  and  advanced  technology. 

Total  investment  for  the  project  is  estimated  at  approxi- 
mately $10  billion  —  to  develop,  produce  and  transport 
crude  oil,  liquid  condensates  and  natural  gas  —  offering 
major  opportunities  for  U.S.  energy  sector  exporters. 
Sakh^in  II  wHI  help  to  enhance  Russia's  energy  supply  in 
the  Far  East,  provide  hard  currency  to  local  eftd  regional 
governments,  revitalize  the  Russian  oH  and  gas  industries, 
and  expand  international  economic  cooperation. 


OPIC  PROGRAM  GENERATES 
AMERICAN  EXPORTS 

In  Russia,  U.S.  West  is  designing,  constructing  and 
operating  a  cellular  telecommunications  network  in  St 
Petersburg  that  will  generate  $26  million  in  American 
exports.  OPIC  issued  $10  million  in  political  risk  insur- 
ance to  a  second  U.  S.  West  investment  project  designed 
to  upgrade  telephone  sen/ices  elsewhere  in  Russia. 

In  Uzbekistan,  Newmont  Gold  Company  is  developing 
a  heap  leach  facility  to  extract  gold  from  stockpiled  low 
grade  ore  with  the  support  of  $60  million  of  OPIC  insur- 
ance and  $52.5  million  from  the  European  Bank  for 
Reconstruction  and  Development  The  Newmont 
investment  wHI generate  over  $21 4  milkm  in  U.S.  exports. 


A  number  of  programs  and  activities  support  our  trade 
objectives  in  this  region: 

The  U.S.  -  Russia  Business  Development  Committee 
(BDC):  Launched  in  June  1 992,  the  Committee  has  served  as 
the  primary  interagency  vehicle  for  promoting  U.S.  trade  and 
investment  in  Russia.  Co-chaired  by  Secretary  of  Commerce 
Ronald  Brown  and  Russian  Minister  of  Foreign  Economic 
Relations  Oleg  Davydov,  the  Committee  identifies  and 
removes  impediments  to  bilateral  trade  and  investment.  More 
than  20  U.S.  government  agencies  and  the  business 
community  play  an  active  role  in  the  BDC.  The  BDC  working 
groups  address,  among  other  issues,  standards,  market  access, 
and  commercial  opportunities  associated  with  the  oil  and  gas 
sector  and  defense  conversion.  The  work  of  the  BDC  in 
combination  with  the  U.S.  and  Russian  Ombudsmen  and  the 
Gore-Chernomyrdin  Commission-  contributed  significantly 
to  the  issuance  of  Russian  government  decrees  which  called 
for  improvements  in  taxation  and  other  foreign  investment 
rules.  The  Ombudsmen  have  promoted  major  new 
opportunities  in  the  oil  and  gas  sector  including  the  Sakhalin  II 
and  Timan  Pechora  projects  announced  by  the  two  countries' 
leaders  in  1994. 

The  U.S.-Kazakhstan  Business  Development  Committee 

and  The  U.S.-Ukraine  Joint  Commission  for  Trade  and 

Investment:      Launched  in   1994  to  develop  a  bilateral 

dialogue  with  other  NIS,  these  Committees  focus  on 
eliminating  barriers  to  business  and  building  closer  economic 

ties  through  private  sector  cooperation  in  trade  and 
investment. 

Finance:  U.S.  agencies  are  active  in  helping  U.S.  firms 
pursuing  business  in  this  region: 

•  The  Overseas  Private  Investment  Corporation  (OPIC)  ap- 
proved nearly  $2  billion  in  finance  and  insurance  in  FY 
1 994  for  some  40  projects  in  the  NIS.  An  additional  $400 
million  in  finance  and  insurance  for  projects  is  pending 
for  the  remainder  of  FY  1994.  OPIC  has  sponsored  sev- 
eral investment  and  reverse  trade  missions  in  1993-1994 
and  more  are  planned  for  the  coming  year. 


•'  The  Gora-Chemomyrdin  Commission  cmaled  in  June  1 993  supports  cooperation  t>elween  the  United  States  and  Russia  in  the  areas  of  space  energy  trade 
and  investmani  and  high  technology  Ai  me  Commission  s  first  meeting.  Vice  President  Gore  and  Russian  Pnme  Minister  Ctiemomyrdin  agreed  (o  name 
Ombudsmen  to  promote  energy  and  commercial  cooperahon 
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TDA  STUDIES  YIELD  MAJOR  SALES  FOR  U.S.  EXPORTERS  IN  RUSSIA 

Dnsel  Engine  Upgrade  —  TDA  provided  partial  funding  ($200,000)  for  a  study  on  upgrading  diesel  engines  through 
the  production  of  fuel  systems  incorporating  Western  design  and  manufacturing  tectmology  Caterpillar  carried  out  the 
study  and  ties  already  signed  a  joint  venture  agreement  with  ZiL  for  implementation  of  ttie  project  Component 
exports  will  result  from  ttiis  venture.  In  addition,  Caterpillar  lias  signed  a  joint  venture  with  ZiL  for  a  related  project  to 
produce  Caterpillar  engines  for  ZiL  and  Kenworth  trucks  The  fuel  system  joint  venture  project  played  an  important 
role  in  ZiL's  consideration  of  Caterpillar  as  an  engine  joint  venture  partner  Significant  exports  are  also  expected  with 
the  Caterpillar  engine  joint  venture,  totalling  over  $60  million  in  the  next  three  years. 

Surface  Transportation  —  TDA  provided  partial  funding  ($450, 000)  for  a  program  to  identify  prionty  surface  transpor- 
tation and  distnbution  needs  and  to  carry  out  feasibility  studies  on  railroad  and  port  projects  in  Russia.  As  a  result  of 
the  program,  Sea-Land  Service  Inc.,  is  moving  forward  with  port  projects  in  St  Petersburg  and  Vostochny  and  an 
intermodat  terminal  in  Moscow.  Total  U  S  exports  for  these  projects,  for  which  OPIC  support  is  pending,  are  estimated 
at  about  $40  million. 


TRADE  MISSION 
YIELDS  RESULTS 

A  high-level  trade  mission  to  Russia 
led  by  Secretary  of  Commerce 
Ronald  Brown  in  March  1994  helped 
pave  the  way  for  US.  companies  to 
explore  opportunities  in  the  Russian 
telecommunications,  oil,  gas,  aero- 
space and  medical  sectors.  The  mis- 
sion facilitated  four  intergovernmen- 
tal agreements  and  12  commercial 
deals,  which  represent  hundreds  of 
millions  of  dollars  in  near-term  trade 
and  investment.  The  value  could  ex- 
ceed $15  billion  over  the  long  term. 
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•  Since  it  began  its  program  in  the  NIS,  the  Trade  and  Development  Agency 
(TDA)  has  invested  over  $32  million  on  feasibility  studies  on  over  80 
projects  and  a  number  of  other  activities. 

•  The  Oil  and  Gas  Framework  Agreement,  signed  in  July  1993,  between 
the  Export-Import  Bank  of  the  United  States  (Ex-Im  Bank)  and  the  Rus- 
sian government,  enables  Ex-Im  Bank  to  provide  $2  billion  or  more  of 
financing  in  support  of  U.S.  exports  for  the  revitalization  of  the  Russian 
energy  sector.  In  July/August  1 994,  Ex-Im  Bank  approved  four  trans- 
actions under  the  Oil  and  Gas  Framework  Agreement  with  a  total  ex- 
port value  of  $850  million. 

Travel  by  Senior  Officials;  Numerous  senior  U.S.  government  officials 
have  traveled  to  the  region  to  promote  American  business  interests.  In  the 
last  year: 

•  Secretary  of  Commerce  Ronald  Brown  led  a  U.S.  Presidential  Business 
Development  Mission  comprising  29  CEOs  and  officials  from  1 1  U.S. 
agencies  to  Russia  for  a  series  of  high-level  meetings  with  business  and 
government  officials. 

•  OPIC  President  Ruth  Harkin  traveled  to  Russia  and  the  NIS  four  times 
—  meeting  with  government  officials  and  leading  investment  missions. 

•  Secretary  of  Energy  Hazel  O'Leary  attended  the  International  Confer- 
ence on  Oil  and  Gas  Law  in  Russia. 

•  Ex-Im  Bank  Chairman  Kenneth  Brody  went  to  Russia  to  establish  the 
operating  guidelines  for  the  Oil  and  Gas  Agreement. 

•  TDA  Director  Joe  Grandmaison  traveled  to  Russia  where  he  signed  a 
series  of  grant  agreements. 

Communication  and  Information  Dissemination:  Since  the  U.S.  private 
sector  can  expand  its  position  in  the  NIS  market  only  through  a  vastly 
expanded  commercial  presence,  we  have  continued  to  conduct  an  ambitious 
communications  program: 
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DEPARTMENT  OF  TRANS- 
PORTATION FACIUTATES 
RUSSIAN  RAILROAD 
UPGRADES 

The  Department  of  Transportation's 
Federal  Railroad  Administration  (FRA) 
facilitated  the  signing  of  a  $10.7  mil- 
lion contract  between  a  U.  S.  company, 
Simmons  Machine  Tool  Corporation  of 
Albany.  NY  and  Gorky  Railroad  of 
Russia,  to  build  a  US. -made  auto- 
mated wheelshop  facility.  The  FRA 
worked  as  a  liaison,  meeting  with  se- 
nior officials  from  the  Russian  Minis- 
try of  Railways  and  several  Russian 
regional  railroads.  The  FRA  arranged 
meetings,  provided  briefings  and 
assisted  both  parties  in  aniving  at  a 
successful  export  venture. 


Total  U.S.  Exports  to  Central  and  Eastern  Europe 
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•  The  Commerce  Department's  Business  Information  Service  for  the 
Newly  Independent  States  (BISNIS)  has  expanded  its  client  base  to 
more  than  1 2,000  companies. 

•  The  Commerce  Department  has  augmented  its  six  NIS  posts  by  open- 
ing four  American  Business  Centers  ( ABCs)  to  attract  and  serve  new 
American  companies  to  the  market. 

•  The  Consortia  of  American  Business  in  the  NIS  (CABNIS)  program 
has  provided  grants  to  trade  associations  and  groups  of  U.S.  compa- 
nies to  open  nine  new  offices  in  the  NIS  to  establish  a  commercial 
presence. 

•  The  Special  American  Business  Internship  Training  (SABIT)  pro- 
gram has  given  grants  to  U.S.  companies  to  provide  internships  in 
the  United  States  for  250  citizens  of  the  region. 

To  introduce  the  U.S.  business  community  to  other  emerging  NIS 
markets,  the  Commerce  Department  sponsored  the  Central  Asia  Business 
Development  Conference  in  May  1994.  Nearly  400  business 
representatives  participated  in  the  two-day  event  in  Washington  D.C. 

Central  and  Eastern  Europe 

The  emerging  market  democracies  of  Central  and  Eastern  Europe  are 
becoming  an  important  growth  market  for  U.S.  exports  and  a  major  target 
for  U.S.  investment.  U.S.  exports  grew  to  over  $2.3  billion  in  1993, 
building  on  surging  export  growth  over  the  previous  six  years.  U.S. 
companies  have  invested  nearly  $8  billion  in  the  region  over  the  past  four 
years;  U.S.  companies  are  the  leading  investors  in  Hungary,  Poland,  and 
Romania.  As  the  region  ftilly  emerges  from  economic  recession  and  as 
the  major  state-owned  industries  are  privatized,  U.S.  commercial  links 
with  the  region  will  expand. 

We  are  building  a  comprehensive  trade  promotion 
program  to  facilitate  the  involvement  of  U.S.  firms 
in  Central  and  Eastern  Europe.  It  includes: 
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The  Eastern  Europe  Business  Information  Cen- 
ter (EEBIC)  at  the  Department  of  Commerce, 
w+iich  has  expanded  its  database  of  companies 
to  more  than  1 3,000.  The  Center's  "Eastern  Eu- 
rope Looks  for  Partners"  program  has  matched 
hundreds  of  U.S.  companies  with  interested  East 
European  partners. 
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'Ultimately,  the  success  of  mari(et 
reforms  to  ttie  East  will  depend 
more  on  trade  tfiar)  aid  None  of  us 
have  enough  money  to  markedly 
change  the  future  of  those  countnes 
as  they  move  to  free  market  sys- 
tems in  the  government  coffers. 
They  must  grow  and  trade  their  way 
into  full  partnerships  with  us. " 

President  Clinton 


•  The  Consortia  of  American  Businesses  in  Eastern  Europe  (CABEE) 
program,  which  has  provided  a  commercial  presence  in  the  region 
for  five  emerging  grouih  sectors  and  has  assisted  in  the  estabHsh- 
ment  of  U.S.  companies  in  the  region. 

•  The  American  Business  Center  in  Bratislava,  Slovakia,  which  pro- 
vides much-needed  commercial  assistance  to  U.S.  companies  there. 

•  The  Commercial  Law  Development  Program  for  Central  and  East- 
em  Europe,  which  provides  expanded  assistance  for  the  drafting  and 
implementation  of  issues  as  diverse  as  ethics  regulations  in  Poland 
and  Bulgaria's  GATT  accession.  It  has  placed  a  resident  advisor  in 
Albania  to  advise  that  government  on  trade  policy  issues. 

•  The  White  House  Conference  on  Trade  and  Investment  in  Central 
and  Eastern  Europe,  planned  for  early  1995.  The  Conference,  an- 
nounced by  President  Clinton  during  his  January  1994  visit  to  Prague, 
will  focus  on  the  evolving  commercial  climate  in  the  region.  After 
the  Conference,  special  emphasis  will  be  given  to  matching  up  U.S. 
and  East  European  firms. 

•  The  "Muenster  Process,"  or  the  annual  West-East  Conference  of  Min- 
isters of  the  Economy,  Industry,  and  Trade.  This  set  of  annual  high 
level  meetings  was  initiated  by  Germany  three  years  ago  to  focus  G- 
7  attention  on  the  micro-economic  problems  of  business  develop- 
ment in  Eastern  Europe  and  the  NIS  to  foster  a  dialogue  between 
Western  and  Eastern  public  and  private  sector  representatives.  The 
United  States  will  host  the  fourth  "Muenster  Conference"  in  spring 
'995. 

Our  finance  agencies  are  actively  supporting  U.S.  trade  and  investment  in 
this  region. 

•  TDA  has  invested  more  than  $12  million  in  Central  and  Eastern  Eu- 
rope since  1993.  Recent  activities  include  two  TDA  sponsored  con- 
ferences in  Budapest,  one  on  Geographic  Information  Systems  (GIS) 
technology,  the  other  on  highway  construction  opportunities  for 
American  companies. 

•  OPiC  has  committed  to  provide  $250  million  of  loan  guarantees  and 
insurance  services  as  part  of  the  Administration's  regional  initiative 
to  support  privatization,  market  reform,  and  democratization.  It  has 
established  a  new  fund,  Poland  Partners  LTD.,  which  has  raised  $65 
million  in  capital  and  which  will  soon  be  ready  to  make  investments 
in  Polish  businesses.  OPIC  will  also  lead  investment  missions  to 
Hungary  in  October  1 994  and  to  the  Baltic  nations  early  next  year. 
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MIDDLE  EAST  MISSION 
LEADS  TO  INVESTMENT 

As  a  result  of  Secretary  of  Commerce 
Ronald  Brown's  mission  to  the  Middle 
East  in  January  1994,  a  US  firm, 
Culligan,  developed  a  demonstration 
water  purification  and  cooling  system  for 
the  Bethlehem  Arab  Center  for  Reha- 
bilitation in  the  West  Bank.  A  leading 
sponsor  of  'Builders  for  Peace',  a  pri- 
vate sector  initiative  to  promote  trade 
and  investment  in  the  West  Bank  and 
Gaza.  Culligan  is  also  negotiating  with 
k>cal  Palestinian  business  people  to  set 
up  a  joint  venture  to  bottle  mineral  and 
fruMavored  water 

'We  would  have  never  been  able  to  en- 
ter this  market  without  the  support  and 
direction  of  the  Secretary  of  Commerce. 
We  are  already  looking  at  four  different 
projects  in  the  Territones.  For  example, 
we  are  finalizing  an  OPIC  protocol  and 
financing  for  a  bottled  water  company 
in  Jeridio.'—  Steven  J.  Green,  Chair- 
man of  Culligan. 


The  Middle  East 

U.S.  trade  and  investment  plays  a  critical  role  in  promoting  our  foreign 
policy  and  national  security  interests  in  the  Middle  East.  This  role  has 
grown  in  importance  as  the  Middle  East  peace  process  continues  to 
move  forward.  The  countries  in  the  Gulf  Cooperation  Council  (GCC), 
which  include  Saudi  Arabia,  Kuwait,  United  Arab  Emirates,  Bahrain, 
Qatar,  and  Oman,  in  themselves,  represent  a  growing  $10  billion  export 
market  for  the  United  States.  Thus,  we  are  pressing  forward  with  a 
variety  of  commercial  initiatives  in  this  region. 

in  Januar\  1994,  Secretary  of  Commerce  Ronald  Brown  led  an 
interagency  group  to  Israel,  Gaza/West  Bank,  Egypt,  Jordan,  and  Saudi 
Arabia  to  address  a  wide  range  of  U.S.  economic  interests  and  to 
reinforce  the  importance  that  the  United  States  places  on  this  market. 
During  his  visit  to  Israel  he  signed  a  Memorandum  of  Understanding 
establishing  the  U.S.-Israel  Science  and  Technology  Commission  and 
co-chaired  the  Commission's  first  meeting.  In  Saudi  Arabia,  he  led  the 
U.S.  delegation  to  the  U.S.-GCC  Dialogue  Meeting.  He  and  members 
of  the  interagency  team  also  held  meetings  with  heads  of  state  and  senior 
trade  and  economic  officials  as  well  as  business  leaders. 

The  Departments  of  State  and  Commerce  are  also  working  closely  in  an 
effort  to  encourage  abandonment  of  the  Arab  boycott  of  Israel.  In 
meetings  throughout  the  year  with  Arab  leaders,  including  the  Arab 
League  Secretary  General,  we  have  urged  that  steps  be  taken  to  end  their 
boycott.  The  boycott  remains  an  impediment  to  U.S.  trade  with  the 
Middle  East,  regional  economic  integration  and  private  sector  growth, 
and  the  United  States  is  committed  to  working  toward  its  elimination. 

Although  the  United  States  is  well  positioned  to  maintain  and  even 
increase  its  share  of  the  $  1 1 0  billion  that  the  region  imports  annually,  we 
must  nevertheless  continue  to  counter  intense  competition  from  the 
Europeans  and  the  Japanese,  who  consistently  provide  competitive 
financing  and  high-level  advocacy  for  their  domestic  industries. 

Because  of  this  competitive  atmosphere,  U.S.  government  advocacy 
efforts  on  behalf  of  American  firms  will  continue  to  play  an  important 
role  in  our  commercial  activities  in  the  Middle  East.  Last  year,  with 
advocacy  support  from  the  President,  Secretary  of  Commerce  Ronald 
Brown,  Secretary  of  State  Warren  Christopher,  Secretary  of 
Transportation  Federico  Pena,  and  other  senior  officials,  American 
firms  were  awarded  major  aircraft  and  telecommunications  contracts  — 
totalling  $10  billion  —  by  the  Saudi  Arabian  government. 
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During  the  coming  year,  our  activities  will  include: 

•  Active  involvement  in  the  U.S.-lsrael-Jordan  Trilateral  Economic 
Committee  and  the  Regional  Economic  Development  Working 
Group  —  to  ensure  that  the  American  business  community  plays  a 
significant  role  in  Middle  East  economic  development. 

•  Administering  an  Agency  for  International  Development-funded 
grant  to  Builders  for  Peace  —  an  organization  created  to  encourage 
private  sector  development  in  the  West  Bank  and  Gaza.  With  sup- 
port from  the  Office  of  the  Vice  President,  the  Commerce  Depart- 
ment and  OPIC,  Builders  for  Peace  is  organizing  a  trade  mission 
for  Palestinian  business  representatives  to  visit  several  cities  in  the 
United  States.  These  representatives  will  meet  with  their  Ameri- 
can counterparts  to  explore  trade  and  investment  opportunities.  A 
reciprocal  mission  comprised  of  U.S.  business  representatives  is 
planning  to  travel  to  the  West  Bank  and  Gaza  early  in  1995.  OPIC 
has  committed  $125  million  in  financing  and  insurance  for  projects 
in  Gaza  and  the  West  Bank  by  the  end  of  FY  1995. 

•  Promoting  additional  private  sector  development  as  well  as  financ- 
ing for  new  projects  in  the  West  Bank  and  Gaza.  The  process  has 
already  begun  with  the  signing  of  a  new  OPIC  agreement  for  West 
Bank  and  Gaza. 

•  Supporting  technology  transfer  programs  that  provide  opportuni- 
ties for  American  business  while  at  the  same  time  stimulating  eco- 
nomic development  and  private  sector  growth  in  the  Middle  East. 
A  business  center  was  opened  in  Tel  Aviv  in  July  1994  to  provide 
business  counseling  services  to  American  firms  seeking  science 
and  technology  business  ventures  with  Israeli  firms.  Also,  the 
United  States  has  established  an  ongoing  dialogue  with  the  Egyp- 
tian government  on  the  possible  establishment  of  Manufacturing 
Technology  Centers  in  Egypt.  These  centers  would  be  similar  to 
those  created  in  the  United  States  to  assist  small  firms  in  the  manu- 
facturing sector 
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Focusing  on  New  Opportunities 

Services  Exports 


U.S.  Services  Exports.  1987-1993  (Private  Services) 
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The  fastest  growing  segment  of  the  U.S.  economy  is  services.  It  includes 
banking  and  insurance,  travel,  entertainment,  wholesale  and  retail  trade, 
legal  and  other  business  services,  information,  telecommunications, 
healthcare,  education,  transportation,  energy  and  environmental  services, 
as  well  as  architecture,  construction  and  engineering  services,  and  others. 
The  United  States  is  the  world's  leading  producer  and  exporter  of  services, 

which  account  for  over  half  of  U.S. 
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production  ($3.4  trillion  in  1993 
GDP)  and  roughly  75  percent  of 
non-farm  private  employment 
(almost  68  million  jobs). 

Expanding  support  for  our  services 
exports  in  many  of  these  industries 
through  a  coordinated  interagency 
effort  will  be  a  major  focus  of  our 
trade  promotion  agenda  over  the 
coming  years.  Our  exports  of 
services  have  increased  markedly  in 
recent  years,  from  almost  $86  billion 
in  1987to$173  billion  in  1993.  Yet 
these  exports  are  only  a  small 
fraction  of  their  potential. 

Importance  of  Service 
industries  to  the  U.S. 
Economy 

The  $56.9  billion  surplus  in  private 
sector  services  trade  in  1993  offset 
over  40  percent  of  the  year's  $132.6 
billion  goods  trade  deficit.  The  chart 
below  shows  the  top  10  services 
exports  in  1992,  the  most  recent  year 
for  which  data  are  available. 
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Top  U.S.  Services  Exports,  1992 
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The  services  sectors  are  a  major 
source  of  jobs  and  job  growth  for 
our  economy.  Payrolls  for  non- 
governmental services  have  almost 
doubled  over  the  last  two  decades, 
with  almost  30  million  more 
employees  in  1992  than  in  1972. 
These  additional  jobs  accounted 
for  much  of  the  gain  in  private 
sector  employment  during  this 
period.  Moreover,  much  of  the  new 
job  growth  that  is  forecast  to  occur 
in  the  United  States  between  1990 
and  2005  is  projected  to  occur  in 
the  services  sector. 


Assessment  of  U.S.  Competitiveness  in  Services 

U.S.  services  are  highly  competitive.  Our  primary  markets  are  the 
European  Union  ($52.4  billion  in  exports  in  1992,  up  16  percent  from 
1991),  Japan  ($25.6  billion  in  1992,  up  from  $24.3  billion  in  1991),  and 
Canada  ($17.6  billion  in  1992).  Significant  opportunities  for  export 
growth  exist  in  many  of  the  worid's  fastest  growing  economies  in  Asia, 
Latin  America,  and  Central  and  Eastern  Europe.  Our  services  exports  to 
Mexico,  for  example,  are  expected  to  grow  even  faster  than  the  1 9  percent 
annual  growth  rate  of  the  last  five  years. 

Barriers  to  Export 

U.S.  service  companies  face  numerous  foreign  government  barriers  that 
restrict  their  ability  to  do  business  or  invest  in  these  markets  on  an  equal 
basis  with  domestic  service  providers.  Barriers  include  restrictive  trade 
and  investment  rules,  controls  on  international  transfers  of  technology, 
discriminatory  government  procurement  policies,  lack  of  intellectual 
property  rights  protection,  prejudicial  tax  structures,  and  more  recently, 
incompatible  environmental,  and  health  and  safety  policies.  Internal 
regulations,  rather  than  tariffs,  are  often  the  principal  barriers  to  trade  in 
services.  Some  internal  regulations  discriminate  against  foreign  service 
providers  by  imposing  requirements  on  them  which  domestic  companies 
do  not  have  to  meet.  Discriminatory  requirements,  which  often  violate 
the  principles  of  national  u-eatment,  are  the  most  severe  barriers  to 
services  trade. 
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Among  the  most  harmftil  discriminator)  foreign  government  rules 
atTecting  U.S.  service  providers  are  those  on  the  right  of  establishment 
and  controls  and  requirements  on  technology  transfers  of  indusuial  and 
marketing  know-how.  In  addition,  our  firms  are  hampered  by  controls  on 
cross-border  transfers  of  advertising  services,  architectural,  construction 
and  engineering  services,  and  entertainment  services.  Other  limitations 
take  the  form  of  "cultural  content"  quotas,  such  as  quotas  that  limit  the 
amount  of  foreign-produced  programming  or  advertising  entering  a 
market;  government-imposed  "economic  needs  tests";  export  perfor- 
mance requirements  that  mandate  minimum  ratios  of  production  for 
exports;  "set  aside"  quotas  for  host-counuy  content  in  selected  services; 
and  subsidies  to  benefit  priority  growth  sectors. 

Standards  for  environmental,  public  health  and  safety,  or  national 
security  also  act  as  trade  barriers  if  they  are  applied  in  a  discriminatory 
manner  so  as  to  provide  an  unfair  advantage  to  domestic  industries  or  to 
deny  national  treatment  to  foreign-owned  or  -operated  businesses.  U.S. 
service  providers  in  the  legal,  health,  accounting,  and  banking 
professions  most  often  face  discriminatory  standards  which  restrict,  if 
not  prohibit,  their  ability  to  do  business  or  invest  in  foreign  markets. 

Export  Promotion  Strategies 

Our  export  promotion  strategy  for  services  will  consist  of  the  following 
elements: 

•  Increasing  access  to  foreign  markets 

•  A  focus  on  traditional  and  new  markets 

•  Technical  assistance 

•  A  focus  on  key  sectors 

•  Bener  market  analysis 

•  Improved  interagency  cooperation 

Access  to  Overseas  Markets 

The  first  step  in  promoting  U.S.  exports  is  to  ensure  that  overseas 
markets  are  trul>  open  to  competition.  Addressing  foreign  market 
barriers  to  services  exports  through  bilateral  and  multilateral  market- 
opening  initiatives  has  been  a  key  element  of  the  Administration's  trade 
policy.  It  is  imperative  that  the  United  States  continue  its  aggressive 
negotiating  sU3teg>  to  open  foreign  markets. 
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We  have  made  great  strides  in  reaching  trade  agreements  to  reduce 
barriers  to  trade  in  this  sector.  Three  agreements  concluded  over  the  past 
year  with  potentially  the  most  far-reaching  positive  impact  on  U.S. 
service  exporters  are: 

•  The  North  American  Free  Trade  Agreement  (NAFTA)  opens 
many  markets  for  services,  such  as  business  and  professional  ser- 
vices, and  addresses  —  for  the  first  time  —  the  need  for  trade  se- 
crets protection  and  harmonized  standards  to  facilitate  trade  between 
the  United  States,  Canada,  and  Mexico.  NAFTA  will  enable  a  U.S. 
company  to  establish  and  operate  a  business  in  Mexico  and  Canada 
on  the  same  terms  as  national  firms.  Service  providers  no  longer 
have  to  be  established  in  Mexico  to  hire  additional  nationals, 
accept  limits  on  the  range  of  services  offered,  or  restrict  the  size  of 
the  affiliated  firm  in  Mexico.  The  agreement  eliminates  economic 
needs  tests,  preconditions,  and  export  performance  requirements 
for  foreign  investors. 

•  The  General  Agreement  on  Trade  in  Services  (GATS),  part  of 
the  Uruguay  Round  package,  provides  for  most-favored-nation  treat- 
ment, national  treatment,  market  access,  transparency,  and  the  free 
flow  of  payments  and  transfers.  Rules  in  the  framework  agreement 
are  augmented  by  sectoral  annexes  dealing  with  issues  affecting 
financial  services,  movement  of  persons,  and  basic  telecommuni- 
cations services. 

•  The  General  Agreement  on  Tariffs  and  Trade  Agreement 
(GATT)  on  Trade  Related  Intellectual  Property  Rights  (TRJPs), 
also  part  of  the  Uruguay  Round  package,  obligates  all  members  to 
provide  strong  protection  for  copyright  and  related  rights,  patents, 
trademarks,  trade  secrets,  industrial  designs,  geographic  indications 
and  layout  designs  for  integrated  circuits. 

Two  current  bilateral  negotiations  are  particularly  important  to 
enhanced  services  market  access.  China  seeks  accession  to  the  GATT 
and  is  negotiating  the  terms  of  its  entry.  Progress  could  lead  to  further 
market-opening  reforms  in  the  services  sector.  The  U.S. -Japan 
Framework  talks,  similarly  comprehensive  negotiations  covering  both 
macroeconomic  and  sector-specific  trade  issues,  include  as  one  element 
insurance  sector  reform  and  will  address  other  financial  services  issues. 


90 


153 

Services  Exports 


• 


Focus  on  Traditional  and  New  Markets 

The  existing  trade  agreements  and  continued  efforts  led  by  the  Office  of 
the  U.S.  Trade  Representative  (USTR)  will  provide  better  market  access 
to  services  companies.  We  need  to  build  on  our  negotiating  efforts 
through  a  strong  services  export  development  program,  which  we  plan  to 
begin  this  year.  A  sharper  global  services  focus  requires  that  our  strateg)' 
address  the  ditTering  levels  of  market  development  and  sophistication. 
Our  efforts  must  recognize  that  traditional  markets  will  remain  the  export 
mainstay  of  U.S.  services  firms;  however  we  must  cultivate  new 
opportunities  in  new  emerging  and  transitional  markets. 

Traditional  Markets:  Traditional  markets  of  opportunity  for  services 
include  Europe  and  Japan,  which  continue  to  have  high  potential  for  U.S. 
exporters.  Under  NAFTA  and  GATS,  services  trade  in  traditional 
markets  will  be  covered  by  new  market-opening  agreements.  Therefore, 
our  primary  focus  will  be  on  assisting  U.S.  companies  through  specific 
negotiations  on  an  industry-by-industry  basis.  Here  are  some  specific 
examples  of  assistance  we  are  providing: 

Information  Technologies:  The  United  States  is  engaged  in  interna- 
tional dialogues  to  promote  competition,  provide  open  access,  and 
create  a  flexible  regulatory  framework  in  developing  a  Global  Infor- 
mation Infrastructure  (Gil).  The  Gil  will  be  composed  of  local,  na- 
tional, and  regional  networks.  As  the  "network  of  networks,"  the  Gil 
will  facilitate  the  global  sharing  of  information,  interconnection,  and 
communication  —  creating  a  global  information  marketplace.  As  a 
cooperative  effort  among  countries,  the  Gil  will  afford  economic  and 
social  benefits  to  all  participants,  ranging  from  job  creation,  economic 
growth,  and  infrastructure  improvements  to  advanced  services  at  lower 
prices  for  consumers. 

U.S.  information  technology  providers  will  showcase  their  products 
and  services  for  trade  at  the  World  Trade  Efficiency  and  Technology 
Exhibition  in  Columbus,  Ohio,  October  17-21  1994.  Coordination  of 
conference  activities  is  being  directed  by  an  inter-agency  Secretariat 
based  at  the  Department  of  State.  In  addition,  the  Secretary  of 
Commerce  Ronald  Brown  will  be  host  minister.  The  Conference  is 
designed  to  encourage  more  efficient  trade,  at  lower  costs  to  traders, 
through  the  application  of  modem  information  technology  and  trade 
practices,  and  the  development  of  a  global  computer  network  for 
trade.  For  the  first  time,  business  people  will  be  able  to  find 
customers,  transportation,  and  financing,  clear  customs  and  access 
all  U.S.  government  agencies  from  their  computer. 


91 


Servicos  Exports 


154 


Numerous  agencies  are  cooperating  on  activities  that  will 
benefit  providers  of  information  technology  services.  For 
example,  the  Commerce  Department's  Patent  and  Trademark 
Office  is  leading  U.S.  government  efforts  to  ensure  that  Japan 
does  not  enact  measures  to  undercut  the  position  of  U.S.  firms  in 
the  packaged  computer  software  market.  In  addition,  a  number 
of  trade  promotion  events  are  planned  for  telecommunications, 
computer  and  information  services  in  Europe  and  Japan  through 
September  1995. 

Air  Transport:  This  industry  has  potential  for  growth  in  most 
markets,  but  faces  highly  restrictive  regimes  put  in  place  by 
some  trading  partners.  Although  emerging  markets  in  the 
Americas  and  Asia  represent  significant  opportunities,  the  eco- 
nomic focus  of  international  operations  of  U.S.  carriers  remains 
on  major  European  markets  and  Japan,  reflecting  the  strong  link 
between  air  transport  services  and  tourism  revenues  and  the 
export  of  high  value  goods.  The  Departments  of  Transporta- 
tion and  State  lead  the  U.S.  effort  to  liberalize  international  avia- 
tion services. 

Insurance:  Highly  competitive  U.S.  insurance  providers  would 
be  able  to  expand  substantially  their  presence  in  the  Japanese 
market  if  they  were  not  prohibited  from  differentiating  their 
products  on  the  basis  of  price  and  content.  Under  the  U.S.- 
Japan Framework  process,  USTR  has  been  leading  interagency 
efforts  to  negotiate  an  agreement  that  is  designed  to  remedy 
discriminatory  practices  and  liberalize  Japan's  over-regulated 
insurance  market  to  ensure  that  the  potential  of  U.S.  providers 
in  this  market  is  fully  realized. 

Other  Financial  Services:  With  the  increased  awareness  of 
demand  in  foreign  markets  and  opportunities  for  export  sales 
of  financial  services,  there  is  a  growing  interest  in  marketing 
U.S.  mutual  funds  abroad,  to  take  one  example.  We  will  con- 
tinue work  with  the  Securities  and  Exchange  Commission  and  the 
private  sector  on  the  development  of  a  harmonized  reciprocal  rec- 
ognition of  mutual  flinds  between  the  United  States  and  Europe. 

Japan  also  offers  tremendous  opportunities  for  U.S.  firms  if  re- 
strictions are  lifted  in  such  areas  as  pension  fiinds,  mutual  fiinds, 
securities,  and  commercial  banking.  The  Treasury  Department 
—  in  the  context  of  U.S.-Japan  Framework  talks  —  is  leading 
interagency  efforts  to  seek  enhanced  opportunities  for  skilled  pen- 
sion and  mutual  fund  managers,  U.S.  experts  in  commercial  bank- 
ing, and  securities  entities  offering  new  and  innovative  products. 
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•  Entertainment:  For  both  Europe  and  Japan,  we  will  also  ensure 
that  U.S.  companies  benefit  ftjlly  from  trade  liberalization.  Protec- 
tion of  intellectual  property  will  be  of  primary  concern  for  such  in- 
dustries as  entertainment  and  information  services.  Future  events 
such  as  a  mission  to  Western  Europe  for  educational  and  other  video 
tapes  ( September  1 995 )  and  direct  marketing  in  Japan  (October  1 994 ) 
are  planned. 

New  Markets:  Countries  with  emerging  markets  need  to  develop 
ser\  ices  sectors  essential  to  their  economic  growth  and  prosperity.  As  in 
our  traditional  markets,  multilateral  and  bilateral  negotiations  to  break 
down  u-ade  barriers  are  critical.  But  because  a  good  deal  of  the 
commercial  infrastructure  in  which  services  are  delivered  is  missing  in 
man\  emerging  markets,  a  broader  cooperative  program  between  the 
United  States  and  these  counnies,  including  technical  assistance,  is  often 
necessar). 

We  will  be  giving  primary  attention  to  a  number  of  key  service  areas  with 
the  greatest  potential,  such  as  energy,  distribution,  financial,  healthcare, 
and  business  services. 

We  have  already  begun  in  a  number  of  countries: 

•  China:  We  will  concentrate  trade  missions  on  key  areas  such  as  in- 
surance, distribution  services  (retailing,  wholesaling,  and  franchis- 
ing), energy  services,  and  information  services.  Technical  seminars 
will  continue  to  be  offered,  and  Chinese  missions  to  the  United  Stales 
will  be  supported  to  encourage  the  Chinese  to  develop  their  services 
sectors.  Other  activities  will  include  conferences  in  the  United  States 
to  focus  on  opportunities  for  marketing  different  services. 

•  South  Africa:  We  will  concentrate  on  important  areas  such  as  hous- 
ing, healthcare,  investment'financial  services,  energy  services,  and 
infrastructure  development. 

•  Latin  America:  We  will  develop  export  promotion  initiatives  directed 
at  key  service  sectors  in  Brazil  and  Argentina,  including  healthcare 
and  information  services. 

In  these  emerging  markets,  we  have  begun  pilot  efforts  in  the  past  year  to 
promote  trade  through  missions  and  participation  in  bilateral  commercial 
initiatives  such  as  the  U.S.-China  Joint  Commission  on  Commerce  and 
Trade  and  the  South  Africa  Task  Force.  In  addition  to  selling  missions, 
we  will  lead  fact-finding  missions  on  market  access  to  promote  U.S. 
industry  interests. 

Recent  successftil  trade  events  demonstrate  the  potential  benefits  that  can 
accrue  to  U.S.  senices  companies  through  such  efforts.  Insurance 
missions  to  Argentina  (October  1 993 )  and  to  China  and  Hong  Kong  ( May 
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1994),  and  an  electric  power  energy  services  mission  to  China  (July 
1994)  have  already  helped  open  those  markets  to  additional  U.S. 
companies.  Similar  missions  for  other  services  industries  are  planned 
for  the  coming  year:  South  Africa  (insurance,  healthcare,  and  electric 
power  services  in  mid- 1995),  Mexico  and  Brazil  (healthcare  in  mid- 
1995),  and  China  (information  services  in  October  1994,  distribution 
services  in  February  1 995,  and  electric  power  environmental  services  in 
April  1995). 

Opportunities  for  services  firms  also  exist  in  markets  undergoing 
economic  transition,  such  as  the  Newly  Independent  States  and  Central 
and  Eastern  Europe.  Currently,  we  are  working  with  U.S.  healthcare 
providers  to  take  advantage  of  immediate  opportunities  in  these 
markets.  We  will  actively  work  with  U.S.  service  industries  and  the 
governments  of  transitional  economies  to  identify  other  opportunities 
and  devise  trade  development  strategies. 

Technical  Assistance  for  Services 

As  privatization  and  trade  liberalization  initiatives  take  hold  in 
emerging  markets,  the  need  for  a  services  infrastructure  will  grow  to 
support  economic  expansion.  This  includes  financial  services, 
accounting,  and  other  business  services  which  are  the  foundation  of 
commercial  development.  A  pressing  need,  especially  for  emerging 
private  enterprises,  is  acquiring  the  needed  know-how  in  services.  In 
response,  the  private  sector  has  already  begun  extensive  training. 

Over  the  next  year,  we  will  be  determining  ways  in  which  we  can 
contribute  to  these  efforts.  We  are  considering  developing  technical 
training  initiatives  in  cooperation  with  the  U.S.  private  sector  as  an 
effective  means  to  favorably  influence  future  foreign  market  needs  and 
decision-makers  toward  U.S.  products  and  services.  While  some 
official  U.S.  and  foreign  technical  assistance  programs  currently  target 
state-owned  or  controlled  entities,  this  technical  assistance  eflbrt  would 
focus  on  private  commercial  producers  of  goods  and  services  in 
emerging  markets.  The  number  of  these  producers,  steadily  increasing 
because  of  privatization  trends,  represents  a  vast  business  potential  for 
U.S.  exports. 

Sectoral  Strategies 

In  addition  to  a  focus  on  geographical  markets,  increasing  U.S.  service 
exports  requires  strategic  planning  for  a  wide  variety  of  service  sectors. 
Such  planning  has  already  begun  in  two  sectors. 
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Energy  Services:  In  the  next  decade,  half  of  the  worldwide  demand  for 
energy  eftlciency  and  energ>  conservation  technologies  is  expected  to 
come  from  emerging  markets. 

These  economies  will  accelerate  the  exploitation  of  new  energy  sources 
and  construction  of  related  infrastructure  to  fill  the  gap  between  supply 
and  demand  of  energy.  Despite  their  efforts  to  accelerate  the  pace  of 
installing  new  capacity  and  even  more  ambitious  plans  for  building  new 
plants  through  the  end  of  this  century,  there  appears  to  be  almost  no 
chance  that  expanded  supply  will  catch  up  with  projected  demand.  As  a 
result  there  is  great  potential  for  U.S.  companies  in  this  sector.  The  need 
to  overcome  energy  bottlenecks  will  open  new  opportunities  for  U.S. 
firms  and  provide  long-term  markets  for  the  services  sector. 

Services  companies  that  will  help  growing  economies  reduce  operating 
costs  and  increase  competitiveness  will  include  those  specializing  in 
energy  efficiency,  safety,  design  engineering,  training,  management, 
analysis  of  upgrades,  consumer  interface,  maintenance,  technical  support, 
resource  management,  utility  project  development,  project  finance  and 
development  of  new  power  projects.  This  will  also  include  Demand  Side 
Management  and  Energy  Service  Companies. 

The  Department  of  Energy,  the  Environmental  Protection  Agency,  and 
the  Department  of  Commerce  have  begun  a  coordinated  effort  to  address 
opportunities  for  U.S.  business  presented  by  this  growth.  We  are 
establishing  an  Energy  Services  Subgroup  of  the  Services  TPCC  Working 
Group  that  will  focus  specific  export  promotion  efforts  on  the  $8  billion 
annual  energy  services  market. 

Tourism:  International  tourism 
to  the  United  States  is  the  largest 
business  services  export  and  the 
third  largest  export  overall, 
ranking  only  behind  capital 
goods  and  industrial  supplies.  It 
is  one  of  the  largest  U.S.  exports 
in  terms  of  dollars.  In  1993, 
travel  and  tourism  helped  cut  the 
U.S.  trade  deficit  by  more  than 
$22  billion.  Projections  show 
that  the  number  of  travelers  to 
the  United  States  will  continue 
to  grow,  keeping  international 
tourism  as  a  top  U.S.  export  into 
the  2 1  st  century. 
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Historically,  the  United  States  has  enjoyed  a  large  share  of  the 
international  tourism  market,  but  we  cannot  expect  to  retain  our  current 
market  share  without  planning  strategically  to  remain  competitive.  In 
response  to  that  challenge  and  to  fulfill  recommendations  of  Vice 
President  Gore's  National  Performance  Review,  the  Tourism  Policy 
Council'  is  completing  a  Federal  strategy  for  tourism  development. 
Tourism  development  encompasses  a  number  of  activities  in  addition  to 
the  promotion  of  the  United  States  as  a  destination,  it  includes:  research 
on  the  interests  of  potential  visitors  to  the  United  States;  traveler  safety 
and  security  programs;  services  to  facilitate  the  entry  of  tourists  to  this 
countr>;  the  development  of  a  tourism  infrastructure  (e.g.,  hotels, 
airports);  and  education  and  training.  The  strategy  designed  by  the 
Council  will  propose  ways  to  apply  Federal  resources  to  tourism 
development  in  a  more  coordinated,  effective,  and  responsive  manner. 

A  White  House  Conference  on  Travel  and  Tourism,  to  be  held  in  late 
1995,  will  provide  the  states,  cities,  industry,  and  the  Federal  government 
the  opportunity  to  develop  a  national  tourism  development  strategy.  This 
national  strategy  will  build  upon  the  strategy  developed  by  the  Council.  It 
will  focus  on  marshalling  the  full  resources  of  the  public  and  private 
sectors  at  both  the  local  and  national  level  to  increase  the  U.S.  share  of  the 
global  tourism  market. 

Market  Analysis:  Analyzing  Seivices  in 
Foreign  Markets 

Spurred  by  the  rising  importance  of  services  trade  issues,  U.S.  statistical 
agencies  have  improved  the  scope  and  quality  of  U.S.  services  data  over 
the  last  decade.  Nevertheless,  current  statistical  methods  fail  to  provide 
information  that  exporters  need  to  conduct  their  marketing  programs. 
The  lack  of  detailed  data  limits  our  ability  to  analyze  foreign  markets  for 
export  promotion  purposes.  U.S.  services  companies  do  not  have  access 
to  the  kind  of  data  available  to  goods  exporters  —  such  as  market  trends 
—  which  help  in  planning  export  strategies.  Also,  our  U3de  data  fail  to 
capture  the  fact  that  services  generally  facilitate  the  sale  of  goods.  For 
example,  architectural  and  engineering  studies  often  lead  to  contracts  for 
construction. 

Moreover,  our  current  services  statistics  lack  timeliness,  specificity, 
coverage,  and  comparability  among  the  various  service  industries.  For 
example,  data  for  services  are  available  for  3 1  broad  categories  of  activity 
in  comparison  to  the  15,400  categories  available  for  goods.  Since 
services  data  are  more  aggregated,  it  is  difficult  to  distinguish 
international  transactions  for  specific  industries  and  markets. 

'Member  organizations  are  the  Departments  of  Commerce.  Interior.  Agnculture.  Transportation.  State. 
Energy  and  Latwr  ttie  Office  of  Management  and  Budget,  tfte  Small  Business  Administration,  ttie 
Tennessee  Valley  Auttionty.  the  Corps  of  Engineers,  the  Immigration  and  Naturalization  Service,  rfie 
U  S  Customs  Service  and  Amtrak 
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An  expanded  information  base  is  critical  to  U.S.  government  activities 
supporting  American  service  industries  in  an  increasingly  competitive 
world  market.  To  improve  the  analytical  underpinning  of  our  export 
promotion  and  related  trade  policy  activities,  we  intend  to  ensure  that: 

•  Sufficient  resources  are  dedicated  to  analyzing  market  trends  over- 
seas and  developing  market  opportunities  for  service  industries  and 
that  separate  reporting  requirements  are  established  for  ongoing 
analysis  of  services  by  our  embassies. 

•  The  Commerce  Department  carries  out  a  new  benchmark  survey  of 
financial  services  transactions  to  provide  much-needed  data  on  U.S. 
exports  and  imports  of  fee-based  and  commission-based  financial 
services. 

•  Through  the  Commerce  Department,  steps  are  taken  to  make  avail- 
able added  detail  on  the  specific  types  of  services  traded  with  mul- 
tinational firms,  similar  to  that  now  provided  on  transactions  be- 
tween unaffiliated  U.S.  and  foreign  persons,  in  such  important  ar- 
eas as  financial,  telecommunications,  and  business  services. 

Interagency  Cooperation 

We  can  do  a  better  job  of  coordinating  the  support  we  provide  U.S. 
service  exporters  throughout  the  Federal  government.  Mounting  such 
an  effort,  however,  is  an  interagency  challenge  that  involves  (a)  data 
collection;  (b)  identifying  the  necessary  expertise  in  specific  sectors; 
and  (c)  developing  effective  ways  to  communicate  with  the  private 
sector.  We  have  convened  a  TPCC  working  group  composed  of  agencies 
whose  expertise  is  necessary  to  the  implementation  of  a  strategy  for 
services  trade  promotion.  This  group  will  assist  in  the  formulation  of 
trade  development  activities  in  traditional  markets  and  export 
promotion  strategies  in  emerging  markets. 
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Trade  Finance 


OPIC'S  HIGHER  PER  PROJECT  LIMIT 
LEADS  TO  IMORE  U.S.  EXPORTS 

OPIC's  new  $200  million  per  project  limit  has  already  paid 
off.  This  fiscal  year,  OPIC  will  provide  more  than  $15  billion 
in  financing  compared  to  the  $415  million  it  provided  last 
year  Finance  projects  supported  by  OPIC  in  FY  1994 
should  produce  some  $3. 1  billion  in  U.S.  exports  over  the 
first  five  years  of  the  lives  of  the  projects.  Additional  appro- 
priations for  FY  1995  should  allow  total  financing  to  increase 
to  nearly  $2.5  billion. 


During  the  last  year,  we  identified  two  new  major  trade  finance  areas  where 
U.S.  government  actions  could  relieve  market  gaps  or  imperfections  which, 
if  eliminated  or  reduced,  would  clear  the  path  for  increased  exports.  Set 
forth  below  is  a  discussion  of  these  market  imperfections  and  gaps  along 
with  the  steps  v\e  propose  to  take  in  the  coming  year  to  eliminate  them. 
These  include  the  areas  of  project  finance  and  untied  aid.  In  addition,  under 
the  leadership  of  the  Overseas  Private  Investment  Corporation  (OPIC),  we 
ha\e  begun  to  explore  the  links  between  foreign  investment  and  trade;  this 
section  also  reports  on  that  effort. 

Project  Finance 

Project  finance,  or  limited  or  non-recourse  financing,  is  a  type  of  financing 
where  repayment  is  based  primarily  on  the  revenue  flow  of  the  project 
funded,  rather  than  sovereign  or  other  participants'  guarantees.  Project 
finance  has  become  a  significant  method  of  funding  major  projects  and 
increasing  U.S.  exports,  particulariy  in  emerging  markets  where  private 
sector  investment  in  public  infi^tructure  is  a  priority.  The  size  of  the 
market,  though  difficult  to  quantify,  is  estimated  at  roughly  $200  billion  per 
year.  While  a  portion  of  the  fiinding  requirements  for  project  finance  will 
be  sourced  from  the  private  sector,  a  share  will  have  to  be  provided  by 
creditor  nations  through  their  governments  and  by  the  international 
financial  institutions. 

In  order  to  help  U.S.  firms  compete  successfully  for  these  major  projects 
and  match  our  major  competitors'  project  fmancing  capabilities,  we  need  to 
strengthen  our  own  capabilities.  Two  U.S.  government  agencies,  OPIC  and 
the  Export-Import  Bank  of  the  United  States  (Ex-Im  Bank),  are  already 
arranging  project  finance  to  support  U.S.  exporters. 

OPIC:  Demand  for  OPIC  services  has  continued  at 
an  unprecedented  pace.  To  meet  this  demand, 
OPIC  increased  its  per  project  financing  limit  from 
$50  million  to  $200  million  as  recommended  in  our 
1993  Report,  quadrupling  the  amount  of  financing 
available  on  any  given  project.  It  also  doubled  the 
per  project  limit  for  its  insurance  program  from 
$100  million  to  $200  million.  The  higher  per 
project  limits  have  made  support  available  for  more 
than  15  projects  that  OPIC  might  not  otherwise 
have  been  able  to  support.  These  projects  were 
primarily  in  the  areas  of  power  and  energy, 
telecommunications,  and  transportation. 
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Ex-Im  Bank:  Ex-Im  Bank  is  committed  to  establishing  a  world  class 
program  in  limited  recourse  project  finance.  Since  historically  most 
major  projects  were  sponsored  by  the  government  in  a  given  country, 
Ex-Im  Bank's  experience  has  been  greater  in  lending  to  projects  with 
sovereign  guarantees.  As  developing  nations  turn  away  from  sovereign- 
guaranteed  borrowing,  Ex-Im  Bank's  project  financing  program, 
including  a  Project  Finance  Division  established  this  year,  will  help  U.S. 
exporters  compete  in  new  international  growth  industries  such  as  the 
development  of  private  power  and  other  infrastructure.  In  FY  1993,  Ex- 
Im  Bank's  International  Lending  divisions  authorized  over  $600  million 
for  projects  in  a  number  of  markets,  including  the  Philippines,  Thailand, 
and  Peru.  As  of  mid-August  1994,  the  new  project  finance  division  had 
18  active  cases  totalling  approximately  $4.9  billion  (not  including  cases 
pertaining  to  the  former  Soviet  Union). 

Even  though  OPIC  and  Ex-Im  Bank  have  different  missions  and 
Congressional  mandates,  the  potential  for  overlap  exists.  Accordingly, 
we  will  establish  a  formal  process  to  address  issues  of  possible 
duplication  among  agencies.  As  part  of  this  process,  a  permanent  inter- 
agency working  group  will: 

•  Review  confidentiality  barriers  between  U.S.  government  agencies 
to  ensure  a  free  exchange  of  information  and  to  coordinate  project 
finance  requests  and  analyses.  This  will  assist  the  coordination  of 
financing  actions  by  OPIC,  Ex-Im  Bank,  the  Trade  and  Develop- 
ment Agency  (TDA)  and  the  Agency  for  International  Develop- 
ment (AID). 

•  Clarify  the  respective  roles  and  responsibilities  of  the  various  par- 
ties in  specific  projects.  This  will  facilitate  a  united  U.S.  govern- 
ment position  on  each  project  for  which  financing  is  sought. 

•  Monitor  the  demand  for  project  financing  to  assess  adequacy  of 
current  staffmg  and  budget  levels. 

Untied  Aid 

Longstanding  U.S.  government  policy  has  been  to  seek  to  eliminate  the 
practice  of  trade-distorting  tied  aid  credits.  Tied  aid  credits  are 
concessional  loans  and/or  grants  that  are  only  available  to  recipient 
governments  if  they  procure  equipment  in  the  donor  country.  Tied  aid 
credits  have  decreased  dramatically  since  1992  (from  $15.41  billion  in 
1992  to  $6.95  billion  in  1993).  The  decrease  followed  the  adoption  of 
new  tied  aid  guidelines  approved  by  the  Organization  for  Economic 
Cooperation  and  Development  (OECD)  and  the  U.S.  government's 
subsequent  aggressive  enforcement  of  the  guidelines.  The  guidelines 
make  many  new  aid  projects  ineligible  for  tied  aid  financing  and 
therefore  open  to  international  commercial  competition. 
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Untied  AM  Funding.  Worldwide 
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The  use  of  untied  financing,  however,  has  substantially  increased,  rising 
from  $6.2  billion  in  1992  to  $12. 1  billion  in  1993.  The  provision  of  untied 
aid  differs  from  "tied  aid"  in  that  it  is  not  contingent  upon  the  purchase  of 
goods  and  serv  ices  from  the  donor  country ;  instead  procurement  is  open  to 
international  competition.  The  increase  in  untied  aid  is  attributable  almost 
exclusively  to  increases  in  overall  Japanese  aid  flows  and  to  expanded 
OECD  reporting  requirements  that  now  require  countries  to  notify  the 
OECD  of  untied  aid  offers. 

Unlike  the  case  of  tied  aid  where  the  U.S.  government  seeks  to  limit  its  use, 
our  approach  to  untied  aid  is  to  ensure  that  these  aid  programs  afford  U.S. 
exporters  a  fair  opportunity  to  compete  for  projects  funded  by  untied  aid. 
This  is  important  because  many  of  these  projects  are  in  sectors  in  which 
U.S.  firms  are  highly  competitive.  For  example,  roughly  two-thirds  of  the 
untied  aid  in  1993  was  provided  in  the  key  sectors  of  telecommunications, 
transportation,  and  electric  power,  with  a  significant  concentration  in 
Asian  markets  (roughly  75  percent). 

With  the  increasing  number  of  projects  financed  by  Japanese  untied  aid, 
there  is  a  need  to  ensure  that  American  companies  have  easy  and  timely 
access  to  bidding  information  on  untied  financing  offers.  We  are  aware  of 
a  number  of  cases  in  which  U.S.  firms  successfully  competed  for  Japanese 

untied  aid  financing.  This 
anecdotal  evidence  is  encourag- 
ing but  not  comprehensive 
enough  to  dispel  concerns  of 
U.S.  exporters  that  untied  aid 
financed  procurement  may  not 
in  every  case  be  truly  open. 

Expanding  U.S.  Oppor- 
tunities Under  Japan's 
Untied  Financing 
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In  recent  years,  Japan  has 
become  the  dominant  source  of  long-term  (15-30  years)  and  low-rate 
funding  for  infrastructure  projects  (i.e.,  telecommunications,  transporta- 
tion, and  power  projects)  especially  in  emerging  Asian  markets.  At  the 
same  time,  Japan  has  dismantled  the  "Buy  Japanese"  requirements 
attached  to  such  loans.  Projects  receiving  such  untied  financing  are 
theoretically  open  to  procurement  from  suppliers  outside  Japan.  The 
progressive  expansion  and  untying  of  Japan's  aid  and  credit  programs  have 
benefited  U.S.  firms,  especially  those  with  an  established  Asian  presence. 
Japan  has  produced  statistics  which  demonstrate  a  sizable  share  of  U.S. 
procurement. 
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Work)  Untied  Aid,  By  Top  Recipient  Nations 
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Nevertheless,  there  remains  uncertainty  among  U.S.  exporters  regarding 
their  ability  to  access  these  opportunities.  For  larger  projects,  Japan 
requires  recipient  governments  to  follow  a  set  of  International 
Competitive  Bidding  (ICB)  procedures.  However,  the  project 
definitional  stage  —  probably  the  most  critical  phase  in  terms  of  contract 
award  —  is  not  subject  to  the  ICB  procedures.  Consequently,  Japanese 

design  firms  frequently  are 
selected,  and  evidence  indi- 
cates that  this  selection  can 
influence  significantly  the  con- 
tract award.  Moreover,  bid 
notices  are  often  not  widely 
publicized  and  bid  periods  are 
J  often  short.  For  smaller  projects 

or  those  involving  local  procure- 
ment, ICB  procedures  are  viewed 
as  too  costly  and  are  not  required. 
Finally,  Japan's  export  credit 
(JEXIM)  and  aid  (OECF) 
authorities  do  not  closely 
;•  monitor  recipients'  bidding 
2;    and  procurement  practices. 
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Some  U.S.  firms  believe  that 
Japanese  firms  can  influence 
recipients'  selection  of  projects.  They  believe  that  contractor  selection 
criteria  are  sometimes  designed  by  Japanese  consultants,  and  that  local 
procurement  sometimes  involves  purchases  from  local  agents  of 
Japanese  firnis.  Some  U.S.  firms  believe  that  success  in  winning  some 
contracts  can  require  establishing  partnerships  with  Japanese  firms. 

Commerce  and  Treasury  will  lead  U.S.  government  efforts  to  remove 
roadblocks  faced  by  U.S.  firms  seeking  access  to  Japan's  untied  aid 
financing.  To  this  end,  we  will: 

•  Direct  U.S.  posts  in  key  markets,  especially  Asia,  to  collect  and 
report  information  about  specific  projects  which  might  attract  Japa- 
nese untied  financing,  and  the  Japanese  firms  which  might  have  an 
interest  in  such  projects. 

e  Direct  the  U.S.  Embassy  in  Tokyo  to  collect  information  regarding 
specific  projects,  especially  at  the  project  definitional  stage  which 
are  likely  to  be  approved  for  Japanese  untied  aid  or  credit  financing, 
as  well  as  the  Japanese  firms  which  might  have  an  interest  in  such 
projects. 
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•  Develop  a  comprehensive  and  systematic  untied  aid  infomiation  and 
intelligence  collection,  evaluation  and  reporting  system.  This  sys- 
tem will  gather  and  maintain  untied  aid  data  on  a  regular  basis  to 
learn  about  planned  projects  at  all  stages  of  development,  including 
project  award  information,  in  both  the  donor  and  recipient  countries 
and  systematically  disseminate  this  information  to  U.S.  commercial 
interests  on  a  timely  basis. 

•  Expand  U.S.  government  participation  and  representation  at  Inter- 
national Donor  Conferences  (IDCs)  and  the  follow-on  planning  ses- 
sions to  focus  especially  on  U.S.  commercial  interests.  Given  the 
significant  impact  on  project  identification,  design  and 
contract  award  these  conferences  can  have,  U.S.  government  financ- 
ing agencies  such  as  OPIC,  TDA,  and  Ex-Im  Bank  will  either  be 
acti\el\  represented  or  will  be  consulted  prior  and  subsequent  to  the 
Conferences  and  follow-on  planning  sessions  by  the  Department  of 
State.  These  consultations  will  relate  to  U.S.  business  opportunities 
in  upcoming  projects  to  ensure  the  U.S.  businesses  are  promptly 
notified.  Further,  intelligence  collected  through  U.S.  government 
participation  in  the  IDCs  will  be  regularly  incorporated  and  evalu- 
ated by  the  central  office  designated  for  monitoring  and  reporting  on 
untied  aid. 

Trade  and  Investment 

Foreign  direct  investment  plays  an  integral  role  in  creating  U.S.  jobs  and 
exports  and  generating  economic  growth.  In  the  long  run,  investment 
and  the  exports  that  result  will  help  U.S.  business  develop  and  access  new 
and  large  emerging  markets.  This  guarantees  long-term  economic 
prosperity  and  supports  U.S.  foreign  policy  objectives  throughout  the 
worid.  In  developing  countries  and  emerging  market  economies,  trade 
and  investment  will  help  achieve  sustainable  development  and  build  the 
capacity  for  specific  countries  to  import  more  U.S.  goods  and  services. 
Through  the  coordinated  initiatives  that  comprise  our  National  Export 
Strategy,  the  U.S.  government  is  now  better  positioned  to  assist  the 
American  business  community  in  identifying  opportunities  overseas, 
bidding  successfully,  financing  trade  and  investment  projects  and, 
ultimately,  competing  more  effectively. 

Exports  Follow  Investment 

Most  international  trade  takes  place  not  just  between  countries  but 
between  multinational  companies  and  their  overseas  subsidiaries.  For 
example,  one-third  of  U.S.  exports  goes  to  subsidiaries  of  American- 
owned  operations  overseas.  This  is  because  U.S.  subsidiaries  usually 
look  to  their  parent  companies  and  U.S.  suppliers  first  when  purchasing 
capital  goods  and  production  inputs. 
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'American  overseas  business  invest- 
ment strengthens  the  U.  S  economy  by 
improving  Amencan  competitiveness  in 
tt)e  international  mari(etpiace  It  also 
/le/ps  less  developed  nations  expand 
their  economies  and  become  valuable 
markets  for  US  goods  and  sen/ices, 
v/hich  in  turn  increases  U.S.  exports 
and  creates  American  jobs. ' 


Ruth  Harion  President,  Overseas 
Private  Investment  Corporation 


Global  foreign  direct  investment  flows  expanded  rapidly  throughout  the 
1980s  at  a  faster  rate  than  world  trade  and  forged  a  major  pathway  for  world 
economic  integration.  The  surge  occurred  primarily  in  the  second  half  of 
the  1980s  with  most  of  the  flows  directed  toward  developed  countries.  As 
a  result,  the  U.S.  export  sector  has  expanded  rapidly  over  the  past  several 
years.  This  growth  in  exports  accounted  for  a  notable  part  of  the  growth  in 
the  U.S.  economy  between  1988  and  1991. 

Some  people  argue  that  foreign  manufacturing  by  U.S. -based 
multinational  companies  replaces  domestic  production.  On  the  contrary, 
evidence  indicates  that  over  the  years,  foreign  direct  investment  has 
increased  the  volume  of  American  exports.  Foreign  investments  create  a 
market  for  exports  where  local  productive  capacity  simply  cannot  meet 
.local  demands.  In  addition,  foreign  investment  helps  popularize  U.S. 
u-ademarks  and  brand  names  as  well  as  customize  products  to  local  needs. 
Investment  is  advantageous  when  exports  alone  cannot  support  the  kind  of 
service  and  distribution  networks  necessary  to  penetrate  the  market. 
Transportation  and  market  costs  often  prevent  multinational  companies 
from  competing  effectively.  For  many  U.S.  industries,  the  only  way  to 
maintain  competitiveness  in  overseas  markets  is  to  invest  and  establish  a 
presence. 

There  is  a  positive  correlation  between  investments  and  exports.  American 
industries  and  firms  with  the  largest  share  of  foreign  investment  maintain 
the  highest  rate  of  exports  and  generate  a  substantial  U.S.  balance  of 
payments  surplus.  Recent  studies  show  that  multinational  companies 
made  positive  contributions  to  the  U.S.  balance  of  payments  throughout  the 
1980s  and  1990s.  Further,  there  exists  an  important  relationship  between 
a  firm's  level  of  exports  and  its  direct  foreign  investment  activity .  This 
relationship  is  also  linked  to  the  international  competitiveness  of  firms, 
which  is  critical  for  U.S.  companies  in  an  increasingly  global  worid 
economy. 

U.S.  export  performance  is  strongest  in  product  categories  and  geographic 
markets  where  multinational  companies  have  significant  investment 
positions.  U.S.  exports  of  manufactured  goods  go  to  countries  where  there 
is  substantial  U.S.  foreign  direct  investment.  In  the  1980s,  U.S.  companies 
with  overseas  affiliates  generated  two-thirds  of  U.S.  manufactured  exports, 
contributing  $83  billion  to  the  U.S.  balance  of  payments. 

Foreign  direct  investment  provides  a  win-win  situation.  For  the  host 
countr\.  investment  contributes  capital  that  might  not  otherwise  be 
available.  The  home  country  of  the  investor  benefits  through  the  compensation 
of  royalties  and  profits,  which  creates  jobs.  American  industries  and  firms 
with  the  greatest  outward  investment  maintain  the  highest  rate  of  exports 
and  also  generate  a  large  U.S.  balance  of  payments  surplus. 
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OPIC  Creates  U.S.  Jobs  and  Exports 

OPIC  provides  financing  and  inconvertibility,  expropriation,  and 
political  risk  insurance  to  U.S.  companies  investing  in  emerging  market 
economies  and  developing  nations.  Since  1 97 1 ,  the  agency  has  supported 
investment  in  projects  worth  nearly  $75  billion,  generated  approximately 
$33  billion  in  U.S.  exports,  and  created  nearly  100,000  American  jobs.  In 
the  last  fiscal  year  alone,  OPIC-assisted  projects  supported  $3.7  billion  of 
investment  in  37  countries,  generated  some  $1.6  billion  in  American 
exports,  and  created  several  thousand  U.S.  jobs. 

With  its  increased  per  project  limit  of  $200  million,  OPIC  is  in  a  better 
position  to  help  U.S.  companies  compete  for  projects.  OPIC  is  also 
building  capacity  to  support  a  higher  volume  of  lending  activity  and  has 
received  significant  new  resources  to  expand  this  program.  In  the  long- 
run,  OPIC's  efforts  will  make  American  businesses  more  competitive, 
create  tens  of  thousands  of  jobs  at  home  and  abroad,  and  generate  billions 
of  dollars  in  American  exports. 

OPIC  turns  down  ventures  involving  run-iway  plants.  It  refiises  backing 
for  projects  that  adversely  affect  the  U.S.  economy  or  local  environment 
or  that  fail  to  protect  workers'  rights.  OPIC  maximizes  the  benefits  to  the 
U.S.  economy  from  overseas  investment  by  targeting  assistance  to 
projects  that  will  generate  the  most  U.S.  exports  and  jobs  and  to  sectors 
and  countries  that  are  most  critical  for  U.S.  economic  expansion. 

OPIC's  effectiveness  is  measured  by  the  amount  of  investment  and 
benefits  to  the  American  economy  it  produces.  In  FY  1994,  for  example, 
approximately  $75  million  in  OPIC  subsidy  will  allow  the  agency  to  offer 
$1.9  billion  in  financing  that  will  generate  an  estimated  $7.1  billion  in 
total  investment,  $3  billion  in  U.S.  exports,  and  51,500  person  years  of 
U.S.  employment.  In  FY  1994,  OPIC  has  been  asked  by  the  Administration 
to  play  a  lead  role  in  Russia  and  the  Newly  Independent  States,  South  Africa, 
Ga2a-West  Bank,  and  Central  and  Eastern  Europe. 
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Establishing  a  Unified  Federal  Budget  for 
Trade  Promotion 


This  section  presents  a  unified  trade  promotion  budget,  allowing  a  more 
consistent  comparison  of  u^de  promotion  spending  across  agencies, 
promotion  activities,  geographic  regions,  industrial  sectors,  and  firm 
sizes.  Further,  because  spending  data  alone  do  not  directly  address  the 
effectiveness  of  U.S.  trade  promotion  programs,  we  provide  a  framework 
for  the  development  of  consistent  performance  measures  for  trade 
promotion  programs  both  within  and  across  promotion  activities. 

The  principal  objectives  of  the  unified  trade  promotion  budget  are  to 
analyze  U.S.  trade  promotion  spending  across  Federal  agencies;  identify 
overlaps;  and  recommend  options  for  increasing  the  efficiency  and 
effectiveness  of  U.S.  efforts  to  promote  exports.  Unfortunately,  the  wide 
array  of  promotion  activities  and  the  diversity  of  funding  mechanisms 
used  by  Federal  agencies  make  comparisons  of  Federal  trade  promotion 
funding  across  agencies  difficult.  This  makes  the  development  of 
uniform  trade  promotion  performance  measures,  and  thus  any 
recommendations  based  on  program  efficiency  or  effectiveness,  even 
more  problematic.  Thus,  any  analysis  of  domestic  and  foreign  trade 
promotion  activities  is  faced  with  the  overriding  obstacle  that 
information  on  trade  promotion  is  scarce  at  this  time,  and  anything  short 
of  a  comprehensive  analysis  of  all  trade  promotion  activities  may  yield 
less  than  optimal  results. 

Nevertheless,  this  section  provides  a  considerable  advance  in  the 
compilation  of  the  data  required  to  support  an  analysis  of  trade  promotion 
activities.  The  development  of  these  data  into  more  rigorous 
performance  measures  will  occur  in  stages  over  the  next  several  years,  as 
agencies  accumulate  the  data  needed  to  support  this  analysis. 

A  Unified  Trade  Promotion  Budget 

The  first  official  U.S.  "unified  trade  promotion  budget"  was  presented  in 
the  Budget  of  the  United  States  Govemment.  Fiscal  Year  1995,  p.  153. 
and  included  all  programs  with  "export-related"  activities,  in  an  attempt 
to  comply  more  fully  with  the  concept  of  a  unified  trade  promotion 
budget,  this  section  focuses  more  strictly  on  "'trade  promotion." 
incorporating  only  those  Federal  programs  v\ith  trade  promotion  as  a 
primary  or  secondary  goal.  Specifically,  a  program  was  classified  as 
promoting  trade  and  included  in  the  unified  budget  if  the  program's 
primary  or  secondary  mission  was  to  facilitate  the  development, 
maintenance,  or  increase  of  U.S.  exports  of  goods  and  services.  The 
result  was  the  inclusion  of  some  programs  that  were  not  part  of  the  FY 
1995  Budget.    Other  programs,  such  as  those  administered  by  the 
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Department  of  Defense  and  the  Agency  for  International  Development 
(AID),  were  not  included  in  this  analysis  because  neither  the  primary  nor 
secondarv  objectives  of  these  programs  were  to  promote  U.S.  u^de. 

Tabl«1.  U.S.  Trade  Promotion  Actlvmes 


(bud9Sl  authontv  m  S  miHK>n*>/1 
Agencv 

Depanmcni  of  AgricuUurt 

Oiscreiionan 

V1andaior> 
Depanmcm  ot  Commerce 
Dcpanmeni  o(  Fncrg> 
Department  ol'Labor 
Depanmeni  ot'Suic 
Department  of  Transponalion 
Dcpanmcni  ol  Treasur> 
Environmental  Protection  Agenf> 
Evpon-lmpon  Bank 

Overseas  Private  Invesimeni Corporation 
Small  Business  Administration 
Trade  and  Devclopmeni  Aifencv 
I'  S  Information  Agenc> 
t)  S  Trade  Representative 


TOTAL/2 


FV»1 

FYM 

rv)? 

Aciul 

F&limalc 

Request 

I.W* 

;.oj7 

1.975 

■II* 

)56 

32) 

.. 

1.5)11 

1.681 

1.652 

" 

201 

23) 

247 

1) 

5 

5 

: 

2 

2 

74 

78 

10 

0 

16 

21 

^ 

^ 

2 

0 

» 

0 

675 

774 

9(4 

'  ■ 

(1321 

(18) 

(118) 

10 

II 

17 

43 

59 

SO 

56 

56 

56 

:i 

21 

21 

J.W8 

3.295 

3.46 1 

i 

transfers. 

/I  Figures  include  administrative  funding  but  exclude  AID  transfers. 
/2  Totals  exclude  OPIC. 

\dte:  Oumg  to  reBnements  in  methodology,  there  are  a  nuinber  ofdilkrences  between 

this  table  and  data  in  last  year's  uniSed  budget.   These  differences  are  due  to  I)  changes  «.; 

in  the  definition  of  u4iat  programs  to  include.  2)  identification  ofadditional  trade 

promotion  programs.  J)  improvements  in  accounting  methods  for  some  programs,  and  4) 

changes  in  expected  versus  actual  appropriations. 

As  shown  in  Table  1.  total  Federal  funding  for  trade  promotion  in  the 
United  States,  including  subsidies  and  administrative  expenses,  was  $3.1 
billion  in  FY  1 993.  Trade  promotion  ftmding  increased  in  FY  1 994  to  $3.3 
billion,  with  an  additional  increase  of  $166  million  expected  in  FY  1995. 
During  FY  1994,  14  Federal  agencies  were  engaged  in  trade  promotion 
activities.  Over  92  percent  of  trade  promotion  ftinding,  however,  was 
concentrated  in  three  agencies:  the  U.S.  Department  of  Agriculture  (USDA) 
($2  billion),'  the  Export-Import  Bank  of  the  United  States  (Ex-lm  Bank)  ($774 
million),  and  the  Department  of  Commerce  ($233  million).  The  negative 
funding  totals  for  the  Overseas  Private  investment  Corporation  (OPIC)  reflect 
the  fact  that  revenues  from  OPIC's  insurance  program  have  historically  offset 
the  budgetary'  costs  of  its  credit  programs. 


Many  USDA  trade  promotion  programs  are  pnmartly  implemented  to  meet  domestK  policy  ob/ectives. 
ana  fiave  export  promotion  as  secondary  objectives  USDA  export  subsidy  programs  such  as  EEP 
and  DEIP  are  severely  restncted  to  eligible  target  marliets  and  products    While  USDA  spends 
approximately  S2  billion  on  'trade  promotion '  as  noted  above  it  is  important  to  acknowledge  the 
complexity  of  these  programs  especially  their  other  multiple  objectives  (domestic  policy  export 
development  and  humanitanan  assistance) 


106 


169 

Establishing  a  Unified  Federal  Budget  for  Trade  Promotion 


In  addition  to  the  Federal  funding  reported  in  Table  1,  the  Department  of 
Commerce,  OPIC,  and  the  Trade  and  Development  Agency  (TDA) 
received  a  small  amount  of  additional  trade  promotion  funding  from 
interagenc)  transfers  from  AID.  In  FY  1993,  interagency  transfers  from 
AID  totaled  $20  million,  with  Commerce  receiving  $6  million,  OPIC 
receiving  $5  million,  and  TDA  receiving  $9  million,  respectively.^ 
Largely  due  to  transfers  related  to  Russia  and  the  Newly  Independent 
States  (NIS),  transfers  jumped  in  FY  1994  to  a  total  of  $92  million  —  $12 
million  for  the  Commerce  Department;  $56  million  for  OPIC;  and  $24 
million  for  TDA.  Another  source  of  funding  not  reported  in  Table  I  is  the 
$17  million  in  cost-recovery  funds  that  the  Commerce  Department  earns 
through  fees  and  then  reinvests  in  trade  promotion  activities. 

To  further  differentiate  trade  promotion  funding  across  programs, 
Federal  funding  is  delineated  across  various  trade  promotion  activities.' 
These  seven  classifications  include;  (I)  negotiating  open  markets  and 
lowering/removing  trade  barriers;  (2)  combating  foreign  export 
subsidies;  (3)  financing  and  insuring  U.S.  trade  and  investment;  (4) 
providing  information/counseling/export-assistance  services;  (5)  provid- 
ing govemment-to-govemment  advocacy  on  behalf  of  U.S.  business;  (6) 
funding  feasibility  studies  on  major  infrastructure  and  development 
projects;  and  (7)  developing  foreign  markets  for  U.S.  goods  and  services 
through  direct  support  for  marketing  efforts.  A  classification  for 
programs  focused  on  international  development,  which  have  the  added 
effect  of  developing  foreign  markets  for  U.S.  exports  through  income 
growth,  was  not  deemed  as  strictly  trade  promotion,  and  so  has  not  been 
included  in  the  budget  totals. 

Table  2  shows  trade  promotion  funding  by  agencies  across  these  activity 
classifications.  Notice  that  only  one  or  two  of  the  trade  promotion 
agencies  are  responsible  for  most  of  the  trade  promotion  funding  in  each 
activity  classification.  For  example,  the  Department  of  State  is  the  lead 
contributor  to  U.S.  efforts  to  lower  international  trade  barriers  and  open 
foreign  markets,  with  funding  of  just  over  $62  million  in  FY  1 993.  USDA 
and  Ex-Im  Bank  are  the  major  source  of  export  subsidies  to  facilitate  trade 
finance  and  insurance  and  in  combating  foreign  export  subsidies.  The 
Commerce  Department  has  principal  responsibility  for  govemment-to- 
govemment  advocacy  and  non-agricultural  export  assistance  services; 
USDA  leads  in  developing  foreign  markets;  and  TDA  provides  the  major 
funding  for  feasibility  studies. 

^  These  transferred  funds  are  often  for  multi-year  projects  and  may  be  spent  years  after  they  were 
transferred 

'  The  activity  classifications  used  in  this  year  s  TPCC  unified  trade  promotion  budget  are  a  reHned 
version  of  the  dassificabons  used  in  the  Presidents  1 995  Budget,  p  1  S3 
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TaMt  2.  U.8.  Government  Trade  Promotion  Funding  by  Claaalflcation/I 
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As  shouTi  in  Table  2,  the  largest  trade  promotion  activities  currently  being 
funded  at  the  Federal  level  are  financing  and  insuring  U.S.  trade  and 
investment  and  combating  foreign  export  subsidies.  Combating  foreign 
export  subsidies  has  also  had  the  largest  increase  in  funding  —  jumping 
fromSl.l  billion  in  FY  1993  to  a  $1.4  billion  request  in  FY  1995.  A  large 
portion  of  this  increase  ($238  million)  is  attributable  to  the  increase  in  tied 
aid  funds  allocated  to  Ex-Im  Bank  starting  in  FY  1994  (see  section 
"Improving  Trade  Finance").  The  other  three  promotion  activities  that 
had  significant  funding  levels  in  FY  1994  are  providing  information/ 
counseling'export-assistance  services  ($256  million),  developing  foreign 
markets  through  direct  marketing  ($157  million),  and  negotiating  open 
markets  ($139  million). 

In  addition  to  looking  at  the  distribution  of  funding  across  Federal 
agencies,  trade  promotion  can  be  examined  by  the  geographic  destination 
of  the  exports  supported,  the  industrial  sector  supported,  and  by  firm  size. 
Table  3  shows  the  geographic  destination  of  Federally  assisted  trade,  and 
thus  Federal  funding,  over  the  past  two  years,  as  well  as  expectations  for 
FY  1 995.  Table  4  and  Table  5  show  the  breakout  of  funding  by  industrial 
sector  and  firm  size. 

Trade  Promotion  by  Geographic  Region 

Despite  the  recent  emphasis  placed  on  certain  new  and  emerging  markets 
(see  sections  "Big  Emerging  Markets"  ainl  "Economies  in  Transition"), 
the  majority  of  Federal  trade  promotion  programs  historically  have  not 
targeted  specific  geographic  regions  in  allocating  Federal  &ade 
assistance.  Nevertheless,  for  some  of  the  larger  U.S.  trade  promotion 
programs,  geographic  targeting  has  been  a  key  element  for  many  years. 
The  Export  Enhancement  Program  (EEP),  the  General  Sales  Manager 
(GSM)  export  credit  guarantee  program,  and  the  PL-480  Title  I  program 
administered  by  USDA  provide  clear  examples. 

•  The  primary  objective  of  the  EEP  is  to  further  U.S.  trade  policy  objec- 
tives by  opposing  the  export  subsidy  programs  of  specific  competitor 
countries.  To  do  this,  USDA  targets  countries  where  U.S.  sales  have 
been  nonexistent,  displaced,  reduced,  or  threatened  because  of  competi- 
tion fiT)m  subsidized  competitor-country  exports. 

•  While  the  program  is  meant  mainly  to  counter  subsidies  of  the  European 
Union  (EU),  most  of  the  expenditures  appearing  in  this  budget  analysis 
are  in  countries  surrounding  the  EU,  such  as  the  Near  East  region,  or 
other  countries  that  have  been  traditional  markets  for  EU  agricultural 
products. 
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Tabta  3.  U.S.  Oovemmant  Trade  Promotion  Funding  by  Geographic  Region  /1 
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0 

0 

50.000 

OECO 

128 

0 

0 

OECO 

0 

0 

0 

Certral  and  Eastern  Empe 

39  685 

4,030 

0 

Certra  and  Eastern  Europe 

6129 

12552 

0 

Nemty  Indepmdert  Siaes 

124,732 

44.419 

0 

Na*f  Irdependen  Staes 

9818 

14.762 

0 

Lain  Amenta  and  the  Carttean 

97,974 

64.727 

19481 

l.ar  Amenca  and  the  Cartibean 

7.143 

6775 

0 

Sii>-Saharan  Afnca 

103.S39 

87  423 

0 

SU^Saharan  Afnca 

2627 

27» 

0 

Naar  East/Saharan  Afnca 

466.106 

806.123 

171 

Near  East/Saaran  Afnca 

1.390 

59 

0 

Am 

2SS.466 

413.179 

232048 

Asa 

S.332 

7.594 

0 

Othar 

33.014 

140,465 

0 

Other 

0 

0 

0 

Flnmcing  and  Inmiing  U.S.  Timd*  md 

Omnlopliig  Foitign  Itthmtt  tor  US.  Goods 

Invmomnt 

1,341.61] 

1,296.010 

1,428,239 

andSarWcaa 

201,44* 

1Sr,346 

1H01J 

WcrldMde 

114.491 

121.926 

818188 

WortdiMdo 

16864 

S3. 838 

113.SM 

OECO 

668 

12 

16 

OECO 

66.628 

40.970 

0 

CertrS  and  Eastern  Eircpo 

40.909 

49.711 

18SS6 

Certra  and  Eastern  Eixope 

16963 

10590 

100 

Nat/If  lnd8pei»iB<  Stales 

371.861 

562  137 

300.747 

Umlif  IrOtpenjBt  Staes 

3.918 

4,068 

les 

Lan  Amenca  an  Itie  Carfcbeai 

422  687 

317.647 

274.833 

Lan  Amenca  aid  the  Cartbean 

18SES 

11.770 

65 

Sul)-S*aran  Afnca 

20.6Cfi 

41.118 

1228 

S<i>-Saharan  Afnca 

2304 

2374 

40 

Near  East/Saharan  Afnca 

204  630 

96  969 

2244 

Near  East/Saaran  Afnca 

10784 

7  079 

0 

Asa 

67.334 

36  171 

8368 

Asa 

44.305 

25.814 

290 

Other 

10O.12S 

69,319 

4  059 

Other 

758 

842 

0 

Providing  IntomrnBon/Counw^Ing/ 

Btport-AitlManc*  Sanfeas 

228,436 

2S6.S62 

272.614 

TOTAL 

3,087,917 

3,294.317 

3,460,  «42 

WortdMde 

99.360 

102.244 

103.750 

WortrtwlR 

270  002 

317  927 

2.283.877 

OECT) 

43.883 

46  395 

48  891 

OECO 

161.606 

117.836 

80.010 

Certrd  and  Easteni  Eif  ope 

8,062 

11.719 

12672 

Certra  and  Eastern  Ei#ope 

119330 

96  949 

39.632 

Nw«y  Independert  Staes 

8959 

10  304 

11.130 

S31.576 

648  886 

324.416 

Uan  Amenca  and  the  Carttean 

18818 

25.201 

29,228 

Lan  Amenca  and  the  Cartbean 

584.061 

447.468 

345  328 

Siii-Saharan  Afnca 

3.S35 

4.402 

5679 

Silj-Sahaai  Afnca 

140  352 

145.863 

15366 

f^ear  East/Saharan  Afnca 

7.205 

8794 

10  961 

Near  East/Sahvan  Afrca 

699.755 

727.948 

23  874 

Asa 

36.613 

47.503 

50  503 

/Vsa 

433.294 

556.610 

319.445 

Other 

0 

0 

0 

Other 

156  020 

234  942 

28.864 

1/  Fgms  nckide  aknnstraiva  fun*g.  bu  exclude  OPIC  proyams 
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Tabl«  4.  U.S.  Government  Trade  Promotion  Funding  by  Sector  M 


(budget  eutttortty  in  $  thousands) 


priMi 

priM4 

FY1»M 

Acttvlly 

Actual 

Eitlman 

Request 

Mapottettng  Ofnn  M<f*M>  tnd  Lowrtngl 

1]1.>78 

i3«,4n 

140.67} 

Agnculture  Fofeslry  &  Fshing 

6  524 

6  585 

6  673 

Mrning 

900 

1  010 

900 

Construction 

250 

300 

350 

Manufactunng 

20.960 

23.210 

20  985 

Transfxxtation  &  PutXic  Utilrbes 

0 

0 

0 

Wholesale  Trade 

0 

0 

0 

Retail  Trade 

0 

0 

0 

Finance  Insurance  &  ReaJ  Estate 

1  050 

1  114 

1  205 

Service* 

3.114 

3260 

3  820 

Not  drfterentiated  by  sector 

99190 

104  020 

'    106640 

CoirtaUng  Fonign  Export 

Subtldl— 

i.i]5.}2e 

1.373,)«« 

1.42].7$« 

Agnculture  Forestry  &  Fisning 

1  021.487 

1  156  500 

1  156  000 

Mining 

6436 

0 

0 

Construction 

0 

0 

0 

Manufactunng 

30  599 

3810 

4  315 

Transportation  &  Public  Utilities 

50  453 

126311 

156914 

Wholesale  Trade 

0 

0 

0 

Retail  Trade 

0 

0 

0 

Finance  Insurance  &  ReaJ  Estate 

0 

0 

0 

Services 

690 

2499 

2  459 

Not  drfterentiated  by  sector 

25  661 

84  246 

104  068 

RnttKlng  and  inturing  U.S.  Ttwde 

and  InvastnMnl 

1.J43.613 

1.2*6.010 

1.42».2J« 

Agnculture,  Forestry  &  Fishing 

749.665 

702  062 

670226 

Mining 

8  519 

1  406 

1  822 

Construction 

1059 

1560 

2  020 

Manufactunng 

97  560 

68  583 

88  595 

Transportation  &  Public  Utilities 

174766 

243  750 

315962 

Wholesale  Trade 

19895 

28  598 

37  036 

Retail  Trade 

219 

321 

416 

Finance  Insurance  &  Real  Estate 

101  119 

160  335 

207  546 

ServKi&s 

8693 

4  872 

6  436 

Not  differentiated  by  sector 

181  998 

63  523 

98  080 

FYltM        FY1W6 
EsUnwU 


FY1W1 

AcHvlly  Actual 

Providing  Geyemrwefff-to-Govwrwnent  Advocacy 

on  bthalt  of  U.S.  Butlnm                              »JU*  2*,0M  J1447 

Agnculture.  Forestry  &  Fishmg                               0  0  0 

Mmtng                                                                      0  0  0 

Construction                                                        0  0  0 

Manufactunng                                                12.547  13360  15  168 

Transportation  &  Pubtc  UIMes                              0  0  0 

VWiolesale  Trade                                              0  0  0 

Reta4  Trade                                                        0  0  0 

Finance  Insurance  &  Real  Estate                        0  0  0 

Services                                                              660  691  HI 

Not  differentialed  by  sector                           13  651  15  013  15.706 

Funding  FamtltMlty  Stui*es  on  mtfor  Intrmmtrvcam 

and  Devetopniem  Prefects                            ]2.439  44.471  50,000 

Agnculture.  Foreflly  &  Fishing                           684  2.172  0 

Mming                                                                    28  1.417  0 

Construction                                                        0  0  0 

Manufactunng                                                  5.733  6.006  0 

Transportation  &  Putltc  UtMies                    19.667  26.764  0 

VWiolesde  Trade                                             653  0  0 

ftolad  Trade                                                             3  220  0 

Finance.  Insurance  &  Real  Estate                    166  707  0 

Services                                                           4  599  3.853  0 

Not  differentiated  by  sector                                888  3.333  50.000 

Dmioping  Foreign  Hlkol*  tor  U.S.  Good* 

201.44*  1S7.)4S  114,019 

181511  133.553  97.747 

55  270  0 

140  250  210 

2.794  3087  2880 

4,727  7314  1.323 

16  0  0 

0  58  0 

358  •           0  0 

1882  3.380  110 

9.966  9.432  11,743 


Agncultuie.  Fofestiy  &  Fishing 

Mirwig 

Construction 

Manufactunng 

Transportation  &  Pubbc  Utilities 

VMiolesale  Trade 

Retail  Trade 

Finance  Insurance  &  Real  Estate 

Services 

Not  difTefenbated  by  sector 


Providing  infomiatlon/Countolin^ 

Eipoil-Asmlttanct  Sorvic—  226,435  2SS.S62  272,614 

Agnculture  Forestry  4  Fishing  35  188  38  163  40  837 

Mining  4  157  4  751  4  942 

Constniction  7  970  9  562  10  652 

Manufactunng  97  518  117  910  125  013 

Transportation  4  Public  Utilities  8  102  9  543  10  486 

Wholesale  Trade  2  254  2  594  2  862 

Retail  Trade  0  0  0 

Finance  Insurance  &  Real  Estate  1  807  2  682  1  877 

Services  1444  2  718  2  660 

Not  differentiated  by  sector  67  995  67  619  73  285 

1/  Figures  include  administrative  funding,  but  exdude  OPIC  programs 


TOTAL  ],0*7,*«*  iJMAIT  iMOMi 

Agnculture  Foras»y  &  Fishing  1995.059  2  039  035  1971483 

Mining  20  095  8.854  7  664 

Conslnjction  9419  11692  13.232 

Manufacturing  267  720  235  966  256.956 

Transportation  &  Public  UtJilies  257.735  413  682  484.685 

tMwIesale  Trade  22817  31192  39.696 

Relad  Trade  222  599  416 

Finance  Insurance  t  Real  Estate  104  501  164.838  210.728 

Services  21  082  21.273  16.256 

Not  differentiated  by  sector  399  349  367  186  459  524 
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Tabt*  S.  U.S.  Govcmmant  Trade  Promotion  Funding  by  Business  Size 


(budgflt  authority  In  S  tt>ou«ands) 


FY  1993 

FY  1994 

FY  1996 

Activity 

Actual 

Estknite 

Htpmt 

Ntgotiuing  Opan  MmrktM  and 

Lo¥nring/P»moving  Trada  Bvrten 

131.978 

139,4** 

140,573 

Small 

10.124 

11.518 

12.045 

Medium 

887 

1  008 

1.054 

Large 

1.647 

1.872 

1957 

Nol  diflerentiated  by  size 

119  320 

125101 

125,517 

1.1)S.32« 

1.373,3*« 

1.423,756 

Small 

3.611 

1  162 

1,505 

Medium 

550 

0 

0 

Large 

542 

0 

0 

Not  differentiated  t>y  size 

1.130.623 

1.372.204 

1422  251 

1,343,513 

1,295.010 

1,428.239 

Small 

106.718 

100,141 

129,656 

■Medium 

0 

0 

0 

Large 

0 

0 

0 

Not  differentiated  by  size 

1.236  795 

1  194,869 

1,298.583 

E>por<-As*tetanc*  Services 

228.435 

25:  562 

272,814 

Small 

57.685 

69.436 

81.466 

Medium 

25  385 

31  872 

34.371 

Large 

21469 

26.483 

30.223 

IM  differentiated  by  SUE 

121.896 

127  771 

126.554 

onbahltotU.S.Butlrmn 

26M8 

29.0*4 

31,847 

Small 

6.604 

6.911 

7.711 

Medium 

3.302 

3.4S6 

3.856 

Laige 

3.302 

3.4S6 

3.8S6 

Nol  differentiated  by  size 

13.650 

15.241 

16.224 

32  4.19 

44.471 

50,000 

Small 

7.049 

8381 

0 

Medium 

2.089 

5.068 

0 

Large 

21.664 

28.818 

0 

Not  differentiated  by  size 

1.636 

2.224 

50.000 

201,449 

157.348 

114,013 

Small 

1630 

1.554 

1.323 

Medium 

713 

0 

0 

Large 

245 

0 

0 

Not  differentiated  by  size 

198.861 

155.791 

1 12.690 

T0TAU7 

3,0«7.99* 

3J»4,317 

3,4MJ42 

Smai 

193,421 

199.083 

233  706 

Medium 

32.926 

41404 

39.281 

Large 

48870 

60  629 

36  036 

Not  differentaled  by  size 

2822.781 

2993.201 

3151.819 

1/ Agency  data  for  this  category  was  available  as  "smair  or  "not  smalt "  thus  a  stgntficant  portKXi  of  the  data 

listed  undef  "not  drffereniiated"  represents  support  for  mediunvsoed  firms 
2/  Figures  include  administratrve  funding  ana  AID  transfers  to  TDA  but  exclude  OPIC  prograng 
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•  USDA's  General  Sales  Manager  (GSM)  export  credit  guarantee  pro- 
gram and  the  PL-480  Title  I  program  have  specific  targeting  criteria 
that  factor  in  the  programs'  focus  on  facilitating  trade  to  developing 
countries.  The  criteria  include  a  countn  risk  assessment  that  measures 
a  country 's  willingness  to  repa>  its  debt  Funding  is  targeted  to  coun- 
tries after  USDA  has  taken  into  account  developmental  issues  and  the 
prospects  for  increasing  exports  and  competing  against  foreign  exports. 

Further,  the  Commerce  Department  uses  a  quantitative  resource- 
allocation  methodolog>  to  guide  and  support  the  placement  of  resources 
in  its  overseas  and  domestic  offices.  This  guidance  is  based  on  an 
analysis  of  the  relative  export  potential  of  foreign  markets  and 
underutilized  export-capability  throughout  the  United  States. 

The  net  result  of  both  program  targeting  and  market-driven  demand  is  a 
fairly  even,  although  by  no  means  uniform,  geographic  distribution  of 
Federal  K  assisted  trade  across  foreign  markets,  as  shown  in  Table  3.  In 
FY  1993,  the  main  recipients  of  Federally  assisted  trade  were  the  Near 
East'Saharan  Africa  ($700  million),  Latin  America  ($584  million),  the 
NIS  ($532  million),  and  Asia  ($433  million).  Together,  these  markets 
accounted  for  73  percent  of  all  Federal  trade  promotion  activity  funding. 
The  predominance  of  trade  promotion  support  migrating  to  the  NIS  and 
Latin  America  is  associated  with  programs  administered  by  Ex-Im  Bank, 
while  the  concenu^tion  of  Federally  assisted  trade  in  the  Near  East/ 
Saharan  Africa  and  Asia  is  typically  associated  with  programs 
administered  by  USDA. 

The  geographic  regions  that  were  the  least  likely  destinations  of 
Federally  assisted  trade  promotion  activities  in  FY  1993  were  the 
Organization  for  Economic  Cooperation  and  Development  (OECD)  and 
Central  and  Eastern  Europe.  Partly,  this  reflects  limits  placed  on  several 
U.S.  programs  explicitly  restricting  operations  in  those  markets.  The 
only  change  in  the  distribution  of  trade  promotion  funding  in  FY  1 994 
was  a  small  shift  in  trade  from  Latin  America  to  the  NIS  and  Asia.  Part 
of  this  shift  was  associated  with  several  new  Federal  initiatives  that  were 
explicitly  targeted  to  the  NIS.  By  comparison,  in  1993  the  geographic 
distribution  of  total  U.S.  exports  ($465  billion)  was  fairiy  evenly  divided 
between  the  Pacific  Rim  and  Asia  ($135  billion),  the  OECD  ($113 
billion),  Canada  ($100  billion),  and  Latin  America  ($78  billion). 

Figure  1  shows  the  breakout  of  trends  in  U.S.  export  earnings  across 
general  geographic  regions.  The  top  portion  of  Figure  I  shows  the  total 
change  in  U.S.  export  earnings  over  the  1980-1991  period.''   Duringthis 

*  Any  companion  of  e'Bon  earnings  performance  is  lyighiy  sensitive  to  the  timeframe  chosen  for  the 
analysis  penoa    The  1 980- 1 9S )  permO  was  seleaed  to  mmmize  distortions  caused  by  thitlmg 
exchange  rates  commodity  pnces  and  world  demand 
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Figure  1 


Total  Clung*  In  U.S.  Enpoft  Earnings:  1S80-1M1 
By  GaograpMc  MarkM  (11991  Millions) 


LI 


Cartaoa     Au*»aU  WEmva   E   E^rgp*  USSR   l.ahr>Am*r  E  Ana      Sa>.>    Nvw  EaM    A^lci 


Factors  Leading  to  Chang*  in  Export  Earnings:  1980-1991 
By  GMgraphic  Markat  ($1991  Millions) 


I 


*WEmv«€  €mm    USSR    I 


I  ForetQn  Demand 


II -year  period,  U.S.  export  earn- 
ings rose  just  over  $200  billion, 
with  95  percent  of  this  total 
associated  with  four  markets:  East 
Asia  ($66.5  billion);  Canada  ($51 
billion).  Western  Europe  ($50 
billion),  and  Latin  America  ($24 
billion).  The  only  regional  declines 
in  U.S.  export  earnings  occurred  in 
Eastern  Europe  ($1.5  billion)  and 
Africa  ($0.7  billion). 

The  bottom  graph  in  Figure  1 
further  disaggregates  the  change  in 
U.S.  export  earnings  into  two 
components:  ( 1 )  the  change  associ- 
ated with  increasing  foreign  de- 
mand for  U.S.  goods;  and  (2)  the 
change  associated  with  an  increase 
or  decrease  in  the  U.S.  market  share 
in  each  region.'  The  major  implica- 
tion from  this  graph  is  that  most  of 
the  increases  in  U.S.  export 
earnings  over  the  1980-1991  pe- 
riod were  associated  with  increas- 
ing foreign  demand  for  U.S. 
exports,  in  fact,  in  the  four  major 
growth  markets  for  U.S.  exports 
identified  above,  increases  in 
foreign  demand  were  considerable  despite  a  declining  U.S.  share  of  these 
markets.  Across  all  geographic  markets,  the  change  in  foreign  demand 
for  U.S.  goods  actually  increased  U.S.  export  earnings  by  $263  billion, 
offsetting  a  $62  billion  decline  in  earnings  associated  with  falling  U.S. 
market  shares  in  foreign  markets.  Thus,  if  the  foreign  market  is  viewed 
as  a  pie  with  changes  in  foreign  demand  representing  an  expansion  of  the 
pie  and  changes  in  market  share  representing  a  reallocation  of  the  pie 
from  one  country  to  another,  the  trend  in  U.S.  export  earnings  can  be 
characterized  as  having  captured  a  smaller  share  of  a  growing  pie. 

'  Data  are  denved  from  a  Constant  Mar1<et  Stiare  {CMS}  analysis  of  world  trade    CMS  analysis  is  a 
tectinique  for  explaining  ttie  change  in  the  export  earnings  performance  of  a  nation  by  dividing  a 
country  s  expon  growth  into  four  components  (1)  The  general  growth  of  world  import  demand.  (2) 
Ctianges  in  foreign  import  demand  for  specific  products,  (3)  Changes  in  foreign  import  demand  in 
specific  geographic  martlets,  and  (4)  The  net  change  in  the  country  s  export  shares  in  individual 
product  and  geographic  mar1<ets    The  first  three  components  capture  the  effects  of  changes  in  foreign 
demand  and  the  fourth  provides  one  measure  of  'competitiveness. " 
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The  market  for  office  machines  provides  a  clear  example  of  this  trend. 
The  United  States  lost  over  $12  billion  in  export  earnings  over  the  1980- 
1 99 1  period  as  a  result  of  shifting  market  shares  in  this  area.  However,  if 
changes  in  foreign  demand  for  U.S.  office  machines  are  incorporated, 
U.S.  export  earnings  actually  rose  $28  billion  over  this  period, 
representing  the  fastest  growing  segment  of  U.S.  exports. 

An  analysis  of  other  major  world  exporters  indicates  that  the  United  States 
was  not  alone  in  losing  market  share  across  world  commodity  markets. 
While  the  United  States  registered  the  largest  dollar  volume  loss  in 
earnings  ($62  billion)  associated  with  losses  in  market  share,  the  U.K., 
Japan,  France,  and  West  Germany  also  registered  large  losses  in  world 
market  share.  In  contrast,  China,  Hong  Kong,  Spain,  South  Korea,  and 
Singapore  all  registered  large  market  gains. 

Trade  Promotion  by  Industrial  Sector 

In  addition  to  a  geographic  breakdown  of  f\mding.  the  destination  of 
Federal  n^de  promotion  assistance  can  be  examined  by  industrial  sector. 
Table  4  provides  this  breakdown.  In  FY  1993  and  FY  1994,  almost  two- 
thirds  of  Federal  ftinding  on  trade  promotion  activities  ($2  billion) 
benefited  the  agricultural  sector.  Other  notable  recipients  of  trade 
promotion  dollars  in  FY  1994  included  the  transportation  ($414  million), 
manufacturing  ($236  million),  and  finance,  insurance,  and  real  estate 
sectors  ($165  million).  The  retail  trade  industry,  by  contrast,  appears  to 
have  utilized  virtually  no  trade  promotion  support  at  the  Federal  level. 

Given  the  large  role  that  USDA  plays  in  trade  promotion,  the 
predominance  of  trade  promotion  in  the  agricultural  sector  is  not 
surprising.  However,  over  half  the  amount  spent  on  trade  promotion  for 
agricultural  products  ($1.2  billion)  is  used  to  combat  foreign  export 
subsidies,  and  $305  million  has  humanitarian  food  assistance  as  its 
primary  focus.  Excluding  these  f\mds  narrows,  but  does  not  eliminate,  the 
gap  between  trade  promotion  funding  for  agriculture  and  for  other 
industrial  sectors:  agriculture  ($562  million),  transportation  ($287 
million),  and  manufacturing  ($232  million).  In  contrast,  over  56  percent 
of  total  U.S.  exports  in  1993  were  manufactured  goods,  and  28  percent 
were  serv  ices.  Agricultural  goods,  on  the  other  hand,  represented  less 
than  10  percent  of  exports  in  1993. 
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FUNDING  TARGETED  AT  GENERAL 
MARKET  DEVELOPMENT 

America's  interest  —  and  its  markets  —  will  increasingly  be  shaped  by  events  in 
developing  countries  and  economies  in  transition.  By  the  year  2000.  four  of  five 
people  in  the  wortd  vi/ill  live  in  developing  countries.  While  some  of  these  countries 
have  achieved  broad-based  economtc  grovAh,  reducing  poverty  and  improving  the 
quality  of  life,  the  benefits  of  economic  growth  have  not  materialized  in  many  others 
Economic  stagnation  and  persistent  poverty  in  these  countries  limit  the  demand  for 
U.S.  exports  and  the  health  of  the  U.S.  economy. 

As  a  result,  AID  is  working  with  other  Federal  agencies  to  expand  the  potential 
markets  for  U.S.  goods  and  services  through  the  use  of  sustainable  development 
assistance  programs  Development  assistance  provides  the  foundation  for  eco- 
nomic growth,  raising  income  levels  in  foreign  mart<ets,  and  thereby  increasing  the 
potential  demand  for  US  goods.  The  importance  of  development  assistance  is 
linked  to  the  role  that  these  markets  are  expected  to  play  in  future  U.S.  export 
demand,  with  many  predicting  that  most  of  the  growth  in  future  U.  S.  export  demand 
will  come  from  these  countries.  AID'S  sustainable  development  programs,  a  cor- 
nerstone of  the  nation's  bilateral  foreign  assistance  program,  concentrate  on  sup- 
porting policy  reform,  strengthening  markets,  and  improving  the  economic  and  insti- 
tutional infrastructure  of  foreign  economies  (including  greater  openness  to  trade 
and  greater  technical  capacity). 

•  The  experience  from  fast  growing  economies  shows  that  policy  reforms  and 
strengthening  markets  ate  effective  ways  to  create  the  conditions  necessary 
for  increased  investment  and  trade  flows.  AID'S  programs  worii  to  remove 
policy  and  regulatory  impediments  in  developing  markets  by  encouraging  de- 
mocracy: securing  property  rights  and  fair  business  regulation;  empowering 
individuals:  providing  basic  health  and  education:  developing  a  market-based 
economy:  and  implementing  sound  macroeconomic  policies. 

•  Improving  the  conditions  for  sustained  economic  growth  requires  increased 
access  and  opportunities  for  persons  with  low  income,  and  investments  in 
basic  education  and  human  capital  formation  AID  supports  programs  that 
address  these  social  needs. 

•  AID'S  economic  growth  strategy  also  mobilizes  support  for  programs  that 
encourage  efTicient  private  and  public  investments  in  infrastructure  and  the 
institutions  that  manage  such  investments. 
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Trade  Promotion  by  Firm  Size 

Table  5  presents  Federal  trade  promotion  funding  by  firm  size.  The  most 
notable  implication  from  this  table  is  that  U.S.  export  promotion  efTorts 
historically  have  not  differentiated  by  firm  size.  Instead,  some  U.S. 
programs  seek  to  assist  companies  that  are  infrequent  exporters  or 
export-ready  firms  regardless  of  firm  size.  Other  programs  do  not  employ 
any  firm-specific  criteria.  Those  Federal  programs  that  do  include  a  small 
business  mandate  were  able  to  provide  good  information  on  small 
business  activity.  Differentiating  between  medium  and  large  businesses 
was  more  difficult,  as  reflected  in  Table  5.  Nonetheless,  the  Federal 
government  has  been  placing  an  increasing  emphasis  on  supporting  the 
development  of  exporting  in  small-  and  medium-size  firms,  particularly 
in  the  area  of  trade  finance. 

Special  Programs  Targeted  for  Small  Business.  As  discussed  in  the 
section  "Helping  Small-  and  Medium-Sized  Businesses,"  there  is  a 
growing  emphasis  on  programs  targeted  at  smaller  businesses.  Based  on 
reports  from  Congress,  surveys  from  independent  research  organizations, 
the  General  Accounting  Office,  and  small  exporting  firms  themselves, 
there  is  evidence  that  smaller  firms  lack  adequate  access  to  export 
financing.  As  a  result,  we  have  made  the  availability  of  trade  financing 
for  smaller  firms  one  of  our  top  priorities.  Agencies  of  the  U.S. 
government  (specifically,  SBA,  Ex-Im  Bank,  USDA,  and  the  Commerce 
Department)  are  working  to  provide  a  wide  array  of  products  and  services 
designed  to  meet  the  specific  needs  of  small  business  exporters.  Our  goal 
is  to  make  these  programs  and  services  accessible,  available,  and  useful 
to  a  broad  spectrum  of  small  business  companies  on  reasonable  terms. 
For  example,  Ex-Im  Bank  and  the  SBA  are  working  together  to 
coordinate  and  improve  both  agencies'  working  capital  products  for 
small  business  exporters. 

•  To  encourage  wider  bank  participation  in  Ex-Im  Bank's  working  capi- 
tal guarantee  program,  Ex-Im  Bank  has:  (1)  simplified  procedures 
and  improved  documentation;  (2)  increased  the  transaction  size  limit 
to  qualified  lenders  under  their  delegated  authority;  (3)  expanded 
the  priority  lender  program  by  increasing  program  limits  from  $2.5 
million  to  $5  million;  and  (4)  reached  an  agreement  with  the  Private 
Export  Funding  Corporation  (PEFCO)  aimed  at  increasing  the  li- 
quidity of  the  market  and  providing  small  business  exporters  with  a 
"lender  of  last  resort." 
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•  The  SBA  has  revamped  its  Export  Revolving  Line  of  Credit  (ERLC) 
to  mai^e  it  more  user-friendly  for  both  banks  and  exporters.  Further, 
the  new  "Export  Working  Capital  Program"  (EWCP)  will:  (1 )  pro- 
vide a  higher  percentage  of  guarantee  cover  (pending  legislative  ap- 
proval); (2)  feature  preliminary  commitments  from  the  SBA  to  the 
small  business  borrower  prior  to  approaching  a  lender  (helping  small 
business  exporters  obtain  private  financing);  and  (3)  allow  a  limited 
number  of  qualified  non-bank  lenders  to  participate  in  the  program. 

•  To  coordinate  their  efforts,  the  SBA  and  Ex-lm  Bank  intend  to  spe- 
cialize according  to  the  size  of  the  transaction  —  the  SBA  will  handle 
all  transactions  up  to  a  maximum  guarantee  of  $750,000,  while  Ex- 
lm  Bank  will  handle  all  transactions  above  this  amount. 

In  addition  to  enhancing  its  working  capital  guarantee  program,  Ex-lm 
Bank  has  also  introduced  changes  to  its  export  insurance  policies  for  small 
business  exporters.  Specifically,  Ex-lm  Bank  expanded  insurance 
coverage  levels  under  these  policies  from  $2  million  to  $3  million  and 
introduced  the  availability  of  discretionary  credit  limits  that  allow  goods 
to  be  shipped  without  prior  Ex-lm  Bank  review.  Ex-lm  Bank  has  also 
modified  its  medium-term  insurance  product  to  speed  its  delivery  for 
small  business  exporters  whose  sales  often  depend  on  the  ability  to  obtain 
financing  quickly. 

Beyond  trade  finance,  the  U.S.  government  also  aims  to  improve  the 
services  it  provides  to  small  business  exporters.  For  the  most  part,  these 
services  take  the  form  of  counseling,  education,  and  marketing.  These 
activities  will  be  performed  by  a  combination  of  the  Commerce 
Department,  SBA,  Ex-lm  Bank,  and  other  Federal  agencies  through 
Export  Assistance  Centers,  city-state  partners,  and  other  agency-specific 
initiatives. 

•  Commerce  and  SBA  Export  Assistance  Center  personnel  will  help  in 
screening,  identifying,  referring,  and  counseling  new-to-export  small 
business  clients  who  visit  Export  Assistance  Centers. 

•  SBA  will  work  to  develop  the  skills  of  those  small  businesses  that 
demonstrate  the  commitment  and  capacity  to  export.  One  example 
of  this  assistance  is  SBA's  pilot  Export  Trade  Assistance  Partnership 
(E-TAP),  which  assists  these  businesses  through  a  combination  of 
mentoring,  training,  and  counseling,  to  prepare  them  to  enter  the 
export  market  through  international  trade  shows  and  trade  missions. 
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•  In  addition  to  providing  services  through  the  Export  Assistance  Cen- 
ters, Ex-Im  Bank's  newly-established  Business  Development  group 
will  spearhead  Ex-im  Bank's  two-pronged  marketing  and  education 
campaign  to  stimulate  private  lenders'  interests  in  Ex-Im  Bank's  Small 
Business  trade  finance  products  (particularly  those  lenders  who  tra- 
ditionally serve  the  small  business  community)  and  to  educate  small 
business  exporters  about  Federal  financing  programs  available  to 
small  business. 

Competitor-Nation  Trade  Promotion  Efforts 

While  information  concerning  U.S.  trade  promotion  efforts  remains 
difficult  to  obtain,  accurate  assessments  of  foreign  trade  promotion 
activities  are  even  more  elusive.  Consistent  comparisons  of  competitor- 
nation  promotion  efforts  are  difficult  even  within  a  particular  promotion 
activity  because  of  different  market  structures,  budgetary  reporting 
standards,  and  trade  promotion  delivery  mechanisms.'  Comprehensive 
comparisons  of  competitor-nation  promotion  efforts  equivalent  to  the 
programs  or  promotion  activities  described  in  this  Report  are  virtually 
nonexistent. 

Nonetheless,  interest  in  competitor-nation  trade  promotion  efforts  has 
been  strong,  especially  since  what  little  information  is  available  indicates 
that  competitor-nations  commit  substantial  resources  to  trade  promotion. 
Over  the  last  decade,  there  have  been  a  number  of  comparisons  of 
competitor-nation  trade  promotion  efforts.  Our  1993  Report,  Toward  a 
National  Export  Strategy,  outlined  the  programs  of  our  major 
competitors  and  made  several  recommendations.  In  an  effort  to  further 
refine  that  analysis,  the  TPCC  Budget  Committee  reviewed  the  data 
available,  and  sought  to  gather  data  from  new  sources.  Although 
considerable  additional  research  is  required  for  a  precise  review  of 
competitor-nation  trade  promotion  efforts,  we  recognize  the  importance 
of  conveying  some  indication  of  the  magnitude  of  our  competitors' 
efforts. 

For  this  reason,  an  appendix  is  included  in  this  Report  (Appendix  7)  with 
a  recognition  that  no  competitor-nation  comparison  can  be  conclusive 
unless  it  is  comprehensive.  This  appendix  provides  examples  of  partial 
analyses  of  various  trade  promotion  efforts  of  major  foreign  countries, 
examines  competitor-nation  activity  in  providing  export  assistance 
services,  export  subsidies,  feasibility  studies,  and  trade  finance. 

*  For  example  the  German  system  relies  heavily  on  private  and  quast-pnvate  efforts,  in  part  tjecause 
all  firms  must  tMlong  to  the  German  Chamber  of  Comment. 
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Performance  Measures 

A  unified  trade  promotion  budget  provides  a  common  foundation  for 
comparisons  of  Federal  funding  across  trade  promotion  activities  (i.e., 
how  Federal  trade  promotion  resources  are  currently  being  spent). 
Decisions  governing  the  allocation  or  reallocation  of  these  resources, 
however,  require  a  comparison  of  trade  promotion  expenditures  across 
programs  using  consistent  allocation  criteria.  Given  the  inputs  provided 
by  the  unified  trade  promotion  budget,  these  allocation  criteria  should 
incorporate  factors  such  as  each  program's  baseline  performance,  the 
program's  impact  on  U.S.  exports,  and  the  impact  of  each  activity  on 
overall  U.S.  economic  welfare. 

The  implementation  of  these  allocation  criteria  requires  the  development 
of  consistent  trade  promotion  performance  measures.  These  performance 
measures  should  allow  policy-makers  to  gauge  the  effectiveness  and 
efficiency  of  each  trade  promotion  program,  as  well  as  its  ultimate  impact 
on  trade.  While  still  in  a  nascent  stage,  agencies  have  started  developing 
performance  measures  for  their  programs  in  compliance  with  the 
requirements  established  under  the  Government  Performance  and  Results 
Actofl993(GPRA). 

To  make  these  performance  measures  meaningful  for  cross-program 
comparisons,  we  have  developed  a  framework  for  creating  uniform 
performance  measures  explicitly  designed  for  trade  promotion.  This 
framework,  which  is  consistent  with  the  guidelines  being  developed 
under  GPRA,  evaluates  trade  promotion  programs  by  activity  type  using 
program  outputs,  outcomes,  and  final  impacts  (or  long-term  outcomes)  on 
trade  and  the  overall  economy. 

Activity:l\yt  specific  trade  promotion  services  provided  by  the  program. 
These  services  correspond  to  the  activity  classifications  provided  above 
—  negotiating  open  markets;  combating  foreign  export  subsidies; 
financing  and  insuring  U.S.  trade  and  investment;  providing  information, 
counseling,  and  export  assistance  services;  providing  govemment-to- 
govemment  advocacy;  funding  feasibility  studies;  and  developing  foreign 
markets  through  direct  marketing. 

Outputs:  The  most  direct  results  of  the  activity  provided  by  the  program 
in  terms  of  the  volume  and  quality  of  the  trade  services  provided.  Volume 
outputs  would  include  such  measures  as  the  number  of  trade  loans 
guaranteed,  the  dollar  volume  of  loans  supported,  the  number  of  clients 
counseled  in  export  services,  the  number  of  successful  international 
agreements  for  lowering  trade  barriers,  and  the  number  of  feasibility 
studies  published.  Quality  outputs  cover  such  items  as  the  timeliness, 
accuracy,  professionalism,  and  helpfulness  of  the  program  as  measured 
through  customer  surveys. 
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Outcomes.  The  intermediate  results  of  the  program,  often  confined  to  the 
stated  mission  of  the  service  provided.  Examples  include  the  percentage 
of  clients  who  engage  in  an  export  transaction,  develop  an  export  market 
plan,  or  sign  overseas  contracts  as  a  result  of  the  service  provided;  the 
number  of  private  institutions  brought  into  the  export  arena;  and  the 
volume  of  foreign  export  subsidies  neutralized. 

Final  Impacts:  The  final  program  outcomes  as  they  relate  to  new  trade 
activity.  The  three  most  common  examples  of  final  impact  measures  are 
the  net  additional  exports,  the  net  additional  jobs,  or  the  net  additional 
sales  created  by  the  services  provided.  In  this  context,  the  concept  of 
"net"  refers  to  the  total  new  exports,  jobs,  or  sales  resulting  from  the  trade 
promotion  activity  less  the  number  of  exports,  jobs,  or  sales  lost  as  a  result 
of  the  shift  in  resources,  changes  in  terms  of  trade,  or  increase  in 
countervailing  foreign  subsidies  that  result  from  the  trade  promotion 
activity.  Ultimately,  the  final  impact  performance  indicator  should 
measure  the  value-added  of  an  additional  dollar  spent  on  a  particular 
program,  with  consideration  given  to  whether  or  not  the  trade  would  have 
taken  place  without  Federal  support. 

Table  6  provides  examples  of  performance  measures  for  each  trade 
promotion  activity  classification.  The  actual  implementation  of 
performance  measures  will  be  on  a  program  level.  Nonetheless,  the 
examples  presented  in  Table  6  serve  as  a  provisional  guide  in  the 
development  of  program-specific  measures. 

The  ultimate  objectives  of  this  process  are  to  determine  the  net  benefit  of 
allocating  scarce  taxpayer  resources  to  trade  promotion  activities  and  to 
determine  which  trade  promotion  activities  provide  the  most  effective 
tools  for  promoting  welfare-enhancing  trade.  While  agencies  have  not 
reached  a  point  where  they  can  provide  quantitative  answers  to  these 
performance  measure  criteria,  the  TPCC  Budget  Committee  will  work 
intensively  over  the  next  several  years  in  concert  with  the  GPRA  process 
to  improve  our  knowledge  of  these  program  outputs  and  outcomes.  This 
process  should  build  a  firmer  foundation  on  which  to  assess  the  relative 
merits  of  a  particular  trade  promotion  activity  vis-a-vis  other  types  of 
trade  promotion. 
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Table  6.  Provisional  TPCC  Performance  Measures  by  Trade  Promotion  Activity 


Activity  Classification 


Output 


Outcome 


Final  Impact 


Negotiating  Open  Maitets  and 
Lowering/Rennoving  Trade 
Bamers 


-Number  of  International 
Agreements  for  Lowenng  Trade 
Bamers 


-Reduction  in  Amount  of  Tantf  and 
Non-Tanff  Trade  Bamers 
-Volume  of  Increased  U  S  Exports 


Combating  Foreign  Export 
SutMidtes 


-Dollar  Volume  of  Subsidies 
Provided  lo  Counteract  Foreign 
Subsidies 


-Reduction  in  Foreign  Export 
Subsidies 

-Volume  of  IrKreased  U  S  Exports 
-Foreign  Export  Subsidies 
Neutralized 


Financing  and  Insunng  U  S 
Trade  and  Investment 


Providing  Information, 
Counseling  and 

Export-Assistance  Services 


ProvKJing  Govemment-to- 
Govemment  Advocacy  on 
Behalf  of  U  S  Business 


-Number  of  Loans  Guaranteed 

-Dollar  Volume  of  Loans 

Guaranteed 

-Number  of  Projects  Insured 
-N  umber A/olume  of  New  Lenders 

Participating  in  Programs 

-Number  of  Cbents  Counseled  m 

Export  Service' 
-Number  of  Trade  Shows 
-Nianber  of  Firms  Atier>ding  Trade 

Shows 

•Number.  Quality,  and  Usefulness 

of  Infomation  Reports  Produced 

artd  Disseminated 

-Number  ar>d  Le  /ei  of  Contacts 
with  Fofetgn  Governments  for  the 
Purposes  of  Advocacy 


•Pe^entage  of  New  Clients  Who 
Engage  m  Export  Transactions 
-Volume  of  Exports  Generated  tt\at 
Otherwise  Could  Not  Get  Pnvate 
Finarxang 

-Number  of  Pnvate  Firms  Brought 
into  the  Export  Market 

-Percentage  of  Clients  \A^  Engage  m 
Ej^)0rt  Transactions 
-Percentage  of  Clients  Satisfied  with 
Information  Whether  or  Not  They 
Are  Exporting 

-Numtier  of  Additrenal  Exporters 
Due  to  Trade  Shows 
•Volume  of  Increased  US  Exports 


-Net  Volume  of  Exports  Crutad 


-NM  VohifiM  of  SalM  Created 


Numbtr  of  Joto  CrMtad 
Exporting  Finns 


-~l 


-Number  of  Transactions  that  Would 
Not  Have  Taken  Place  without 
Advocacy 


Funding  Feasibility  Studies  on 
Ma^or  Infrastructure  and 
Development  Protects 

Developing  Foretgn  Markets 
for  U  S  Goods  and  Services 


-Number  of  Feasibility  Studies 
Funded 
-Quality  and  Usefulness  of  Studies 

-Number  of  U  S  Goods  Introduced 
to  New  Markets 
-Number  of  Firms  Particjpatng 


-Number  of  U  S  Firms  thai  Win 
Foreign  Development  Projects 


-Increase  m  Market  Share  for  U  S 
Products 

-Increase  m  Product  Awareness 
-Increase  m  U  S  Exports 
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Conclusions 

A  principal  advantage  offered  by  a  unified  trade  promotion  budget  is  the 
ability  to  identity'  areas  of  overiap  and  shortfalls  across  Federal  trade 
promotion  spending.  In  fact,  the  mere  compilation  of  this  unified  budget 
has  identified  several  observations  that  previously  were  unavailable. 

•  As  classified  in  Table  2,  relatively  few  overlaps  exist  between  the 
various  trade  promotion  agencies  within  each  trade  promotion  activ- 
ity. However,  this  does  not  address  possible  program  and  agency 
overlaps  that  may  be  exposed  through  further  analysis,  or  a  finer  clas- 
sification of  activities. 

•  With  the  exception  of  agriculture,  U.S.  trade  promotion  historically 
has  not  been  targeted  at  any  particular  geographic  market  or  business 
size,  but  is  largely  demand  driven. 

•  With  the  exception  of  agriculture,  transportation,  and  energy,  U.S. 
export  support  historically  has  not  been  directed  at  any  particular  in- 
dustrial sector,  but  apin  is  demand  driven. 

•  Uniform  measures  of  trade  promotion  efficiency  and  effectiveness, 
wtich  would  form  the  basis  for  comparisons  across  U.S.  trade  pro- 
motion programs  and  across  competitor-nation  trade  promotion,  are 
not  currently  available. 

Recommendations 

In  an  effort  to  provide  more  effective  trade  promotion  services  to  U.S. 
exporters,  the  Federal  government  is  working  to  tailor  Federal  trade- 
promotion  flmding  to  the  needs  of  exporters  within  each  sector  and 
geographic  market.  As  part  of  this  process,  the  TPCC  should  place 
additional  emphasis  on: 

•  Constructing  trade  promotion  performance  measures  consistent  with 
the  fi-amework  provided  above,  possibly  as  a  pilot  program  of  the 
GPRA  process. 

•  Coordinating  and  intensifying  research  efforts  on  measuring  the  real 
impact  of  U.S.  trade  promotion  activities  on  net  additional  exports 
and  job  creation. 

•  Developing  consistent  and  comprehensive  analyses  of  foreign  trade 
promotion  activities. 

These  measures  will  provide  a  guideline  in  directing  resources  to  trade 
sectors  that  generate  the  highest  return  in  net  additional  exports  per 
Federal  dollar.  As  an  intermediate  step,  we  have  identified  several  fast- 
growing  markets  and  sectors  that  promise  to  lead  the  growth  in  future  U.S. 
exports  and,  therefore,  deserve  additional  efforts.  We  believe  that  Federal 
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programs  can  make  a  significant  difference  in  the  degree  to  which  the 
U.S.  exports  to  these  markets. 

Capitalize  on  opportunities  in  Big  Emerging  Markets  (BEMs).  The 
TPCC  has  identified  ten  key  markets  around  the  world  that  are  expected 
to  be  the  focal  point  of  growth  in  U.S.  exports  over  the  next  several 
decades. 

For  a  diverse  and  competitive  nation  like  the  United  States,  export 
opportunities  will  materialize  everywhere  —  in  the  Newly  Independent 
States,  in  the  lesser  developed  nations,  and  in  our  traditional  trading 
partners,  as  well  as  in  the  BEMs.  U.S.  exporters  will  pursue  those 
opportunities,  and  the  U.S.  government  will  continue  to  provide  the 
necessary  trade  promotion  assistance  through  all  of  its  available 
programs,  including  programs  designed  to  counteract  unfair  trading 
practices  of  our  competitors.  For  example,  USDA  has  identified  several 
fast  growing  agricultural  markets  both  within  the  BEMs  (e.g.,  Brazil  and 
Argentina)  and  outside  the  BEMs  (e.g.,  Japan  and  the  EU). 

However,  as  stated  in  the  section  discussing  the  BEMs,  almost  three- 
quarters  of  the  expected  growth  in  world  trade  over  the  next  two  decades 
is  projected  to  come  from  the  developing  countries,  and  ten  of  the  largest 
of  these  nations  are  likely  to  account  for  more  than  half  of  this  growth.  In 
fact,  these  economies  are  projected  to  account  for  over  40  percent  of  total 
global  imports  over  the  next  20  years,  more  even  than  our  traditional 
trading  partners  of  Japan  and  Europe. 

Success  requires  adequate  resources  for  U.S.  exporters.  Thus,  Federal 
efforts  should  target  resources  to  the  BEMs  as  opportunities  arise  for 
increases  in  exports  and  export-related  jobs.  These  efforts  should  meet 
the  needs  of  our  exporting  firms  with  a  comprehensive  array  of  trade  and 
investment  services,  including  counseling,  advocacy,  and  financing. 
Each  of  these  activities  will  support  the  others,  so  that  the  whole  will  truly 
be  greater  than  the  sum  of  the  parts. 

Provide  sufficient  emphasis  on  sectors  with  the  highest  growth 
potential  —  including  those  in  the  services  area.  As  indicated  in  the 
BEMs  chapter,  no  effective  export  strategy  can  focus  on  geography 
alone.  To  e.xpand  this  strategy,  we  must  identify  the  needs  of  U.S. 
exporters  in  specific  product  markets  and  specific  countries.  We  also 
need  to  pay  particular  attention  to  the  potential  creation  of  a  significant 
number  of  high-paying  U.S.  jobs,  the  growth  prospects  of  the  sector,  the 
extent  of  U.S.  competitiveness  in  the  sector,  and  the  extent  to  which 
governmental  action,  in  concert  with  the  private  sector,  can  improve  our 
international  competitiveness. 


124 


187 

Establishing  a  Unified  Federal  Budget  for  Trade  Promotion 


As  discussed  in  the  "Services  Exports"  section  of  this  Report,  the  fastest 
growing  segment  of  the  U.S.  economy  is  non-governmental  services, 
which  accounts  for  over  half  of  U.S.  production  and  roughly  75  percent  of 
non-farm  private  employment  (almost  68  million  jobs).  Jobs  in  the 
services  sectors  accounted  for  much  of  the  gain  in  private-sector 
emplo\ment  during  the  last  two  decades  and  much  of  the  projected  U.S. 
job  grouth  through  2005.  Yet,  even  with  services  exports  increasing 
rapidly  in  recent  years,  these  exports  are  only  a  fraction  of  their  potential. 

As  with  the  BEMs,  crosscutting  interagency  efforts  are  needed  to  implement 
our  sen  ices  export  strategy  successftilly.  Information  about  opportunities  in 
services  markets  must  be  gathered  and  made  available,  and  trade-promotion 
staffs  must  be  trained  in  services  exports.  Because  many  of  these  potential 
services  exports  will  be  the  result  of  government  procurement,  the 
intercession  of  foreign  governments  in  the  process  is  essential  and  expected. 
This  is  where  s>stematic,  effective  advocacy  and  financing  for  our  firms  is 
critical.  Also,  these  projects  often  demand  that  special  risks  be  addressed  — 
as  is  done  by  the  political-risk  insurance  programs. 

At  the  same  time,  we  will  continue  to  review  other  fast  growing  sectors  of 
the  U.S.  economy  and  attempt  to  fashion  Federal  trade  promotion  efforts 
to  their  specific  needs. 

Target  resources  that  help  small-  and  medium-sized  business.  While 
the  Federal  government  has  instituted  programs  to  help  small-  and 
medium-sized  business,  we  can  do  more  to  reach  companies  that  have  not 
yet  reached  their  full  exporting  potential.  The  value  of  U.S.  exports  is 
dominated  by  a  relatively  small  number  of  companies,  but  a  large  number 
of  active  small-  and  medium-sized  exporters  could  benefit  from  trade- 
promotion  support. 

Although  large,  experienced  exporters  will  continue  to  receive 
appropriate  Federal  assistance,  small-  and  medium-sized  businesses  face 
unique  barriers  that  the  government  is  well-placed  to  correct.  The  export 
success  of  smaller  firms  has  been  limited  by  unfamiliarity  with  the 
mechanics  of  exporting,  insufficient  export-finance  infoimation  and 
resources,  and  scarcity  of  information  about  foreign  markets.  It  is  in 
helping  export-ready  firms  overcome  these  barriers  that  Federal  programs 
are  essential.  If  we  are  to  move,  as  a  review  of  Canada's  trade-promotion 
programs  put  it,  "from  a  trading  nation  to  a  nation  of  traders,"  Federal 
efforts  must  be  increased  to  reach  small-  and  medium-sized  firms.' 

■  Policy  Planning  Staff  External  Affairs  and  Intemalionat  Trade  Canada  Pmm  a  Tnmmg  l\iahnn  to  » 
tiaUSa  of  Traders.  Tauifras  a  Second  Century  of  Canadian  Trade  Devalopment.  (Ottawa  EAITC. 
19921 
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Again,  this  crosscutting  effort  must  be  comprehensive.  Small-  and 
medium-sized  businesses  stand  to  benefit  from  the  larger  projects 
supported  by  TDA's  feasibility  program,  OPIC  and  Ex-Im  Bank  project 
finance  programs,  and  the  advocacy  efforts  of  our  overseas  posts.  In 
addition,  special  financing  efforts  are  critical  to  their  exporting  success, 
and  like  other  U.S.  firms,  they  stand  to  benefit  from  our  negotiation 
efforts.  One  key  element  in  improving  Federal  efforts  has  been  a 
reinvention  of  how  programs  are  delivered  to  small-  and  medium-sized 
exporters,  both  at  home  and  abroad. 

Increase  the  use  of  cost-recovery  funds.  In  addition  to  these 
recommendations,  we  recommend  allowing  additional  TPCC  agencies  to 
establish  cost-recovery  funds  that  permit  fees  collected  from  trade  shows 
and  other  export  services  to  be  reinvested  in  the  trade  promotion  program 
directly  to  fund  additional  promotion  activity. 

Summary 

The  development  of  a  unified  trade  promotion  budget  provides  a 
framework  for  focusing  the  discussion  on  trade  promotion  and 
identifying  the  information  needed  to  make  allocation  decisions  among 
the  various  trade  promotion  activities.  The  development  of  program 
performance  measures  will  complete  this  process,  improving  the  ability 
of  policy-makers  to  allocate  resources  effectively  among  various  U.S. 
programs.  This  Report  makes  a  large  step  towards  completing  that 
process  by  presenting  a  consistent  comparison  of  agency  fimding  for  all 
U.S.  trade  promotion  activities  and  suggesting  areas  of  increased 
emphasis  in  the  U.S.  goverrmient's  efforts  to  promote  trade. 

This  analysis  will  be  used  as  a  basis  for  discu.'^sion  of  trade  promotion 
priorities  for  the  development  of  the  President's  FY  1996  Budget. 
Further,  the  Budget  will  include  a  section  detailing  the  President's 
budgetary  recommendations  in  the  area  of  Federal  trade  promotion. 
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Appendix  1 

Progress  Report  on  Implementation  of  the 
65  Recommendations  in  the  1993  Report 


^\      Create  a  unified  budget  for  export 
promotion  in  FY  1995. 


A  preliminary  cross-cut  for  FY  1995  was  completed  as  part  of  the 
President's  FY  1 995  budget.  A  more  in-depth  analysis  of  Federal  fund- 
ing for  trade  promotion  is  included  in  this  Report. 


2) 


3) 


4) 


Complete  b\  December  31,1 993.  an 
analysis  of  the  current  prioritization 
of  U.S.  export  promotion  efforts  by 
geographic  and  industrial  sectors. 

0MB  will  chair  a  Trade  Promotion 
Coordinating  Committee  (TPCC) 
performance  measurement  coordi- 
nating network. 


Establish  one-stop  shops  to  provide 
local  export  communities  a  single 
point  of  contact  for  all  Federal  ex- 
port promotion  and  finance  pro- 
grams. 


c\  Assist  export-ready  firms  in  all  ar- 
eas of  export  promotion  and  trade 
finance. 


g\  Expand  joint  collaboration  between 
United  States  Department  of  Agri- 
culture (USDA)  and  the  many  slate 
agricultural  agencies,  and  focus  on 
new-to-market  and  small  and  me- 
dium-sized exporters;  and  imp.ove 
USDA  trade  data  to  include  better 
state  and  regional  trade  information. 

'J\  Establish  a  pilot  program  of  private 
sector  networks  of  export  counse- 
lors, to  be  knowTi  as  trade  assistance 
centers,  that  would  help  small  busi- 
nesses overcome  obstacles  to  com- 
pleting export  transactions. 


Budget  cross-cuts  have  been  completed  by  market,  sector,  and  client 
type.  An  analysis  of  these  cross-cuts  is  included  in  this  Report. 


Through  the  0MB  Budget  Working  Group,  the  TPCC  agencies  have 
developed  a  framework  to  gather  performance  measurement  data.  The 
TPCC  will  work  intensively  over  the  next  several  years,  in  concert  with 
the  Government  Performance  and  Results  Act  process,  to  complete  this 
analysis. 

Four  Export  Assistance  Centers  (EACs)  opened  in  January  1 994.  We 
have  identified  sites  for  1 1  additional  EACs  to  be  opened  in  1995.  The 
EACs  provide,  in  a  single  convenient  location,  hands-on  export  market- 
ing and  trade  finance  assistance. 


Export  ready  firms  are  being  assisted  through  a  number  of  initiatives 
including:  the  EAC  domestic  network;  improved  dissemination  of  com- 
mercial information;  upgrading  overseas  commercial  operations;  improv- 
ing access  to  trade  finance;  and  providing  advocacy  to  U.S.  bidders 
overseas. 

USDA  has  increased  outreach  efforts  to  small-and-medium  exporters 
by  using  the  states'  departments  of  agriculture.  It  is  also  distributing 
trade  data  and  product  and  market  research  to  a  wider  audience  through 
its  domestic  and  overseas  network. 


In  conjunction  with  the  establishment  of  the  nation-wide  EAC  network, 
the  TPCC  will  develop  a  pilot  plan  for  integrating  trade  assistance 
centers  into  this  network. 
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3)  Replace  more  than  one  dozen  coun 
tr> -specific  reports  currently  pro- 
duced by  TPCC  agencies  with  one 
comprehensive  country-specific  com- 
mercial guide  for  each  countrN'. 

Q\  Initiate  a  rational  system  for  tasking 
overseas  posts  for  country  commer- 
cial information. 


4Q\  Streamline  the  collection  and  dis- 
semination of  commercial  informa- 
tion c-oniained  in  the  National  Trade 
Data  Bank  (NTDB), 

Expand  distribution  of  trade  leads 
through  outlets  such  as  National 
Technical  Information  Service 
(NTIS),  Dialog.  CompuServe,  and 
trade  associations.  Explore  ways  to 
link  private  sector  intermediaries  and 
end-users  directly  with  trade  leads  in- 
formation from  overseas  posts. 

Designate  the  Trade  Information  Cen- 
ter ( I  -800-USA-TRADE ),  situated  in 
Commerce,  as  the  single  TPCC-wide 
information  office  that  will  coordi- 
nate specialized  non-agricultural  ex- 
port information  offices. 


11) 


12) 


^  3)     Raise  Awareness  of  the  TIC  within 
the  U.S.  business  community. 


14)  Conduct  periodic  reviews  of  regional 
information  centers  and  the  business 
demand  for  their  services.  Phase-out 
when  demand  subsides. 


15) 


Reduce  the  number  of  trade  events 
organized  b>  the  Federal  government 
by  eliminating  duplicative  events  and 
encouraging  greater  participation  in 
the  planning  of  events  by  states  and 
the  private  sector. 


For  each  country,  we  are  producing  a  "Country  Commercial  Guide" 
which  replaces  eight  overlapping  commercial  documents  formerly  gen- 
erated by  each  agency.  These  guides  will  be  available  to  the  public  in 
October  1994. 


In  March  1 994,  we  established  new  procedures  for  the  compilation  of 
commercial  information  by  overseas  embassies.  These  procedures 
streamlined  the  collection  process  and  eliminated  duplicative  requests 
for  information-gathering  submitted  by  various  Washington  agencies 
to  the  overseas  posts. 


Following  a  customer  survey,  we  upgraded  the  NTDB  software  to  make 
the  NTDB  more  user  friendly.  The  NTDB  is  now  available  on-line 
through  Internet. 


Trade  lead  distribution  has  been  expanded  to  include  NTIS,  Fedworld, 
the  Export  Hotline,  Dialog,  CompuServe,  and  several  tjpde  associations. 
Trade  lead  data  is  also  being  widely  distributed  through  the  Economic 
Bulletin  Board.  Direct  trade  lead  dissemination  links  via  automation 
are  being  explored. 


The  Trade  Information  Center  (TIC)  is  recognized  by  other  information 
offices  as  the  TPCC's  central  point  of  contact  for  U.S.  businesses  seek- 
ing basic  (non-agricultural)  export  assistance.  The  TIC  is  now  linked 
electronically  to  many  TPCC  agencies  through  electronic  mail  and 
Internet. 


The  TIC  has  upgraded  its  computer  systems  to  disseminate  information 
more  efficiently  and  updated  its  export  programs  directory  which  is 
now  available  via  Internet.  The  TIC  also  launched  an  outreach 
campaign  to  increase  its  public  visibility. 


A  survey  of  Commerce  District  Offices  and  more  than  300  business 
customers  who  use  regional  information  centers  has  been  completed 
and  anal)  zed.  As  a  result,  business  libraries  for  general  public  use  will 
be  discontinued  in  favor  of  client  reference  centers. 


In  June  1994,  we  launched  a  pilot  program  to  reduce  the  number  of 
events  b\'  providing  opportunities  for  the  private  sector  to  manage  over 
50  trade  events  previously  run  by  the  Commerce  Department.  The  TPCC 
Trade  Events  Working  Group  will  review  all  FY  1996  trade  event  pro- 
posals to  eliminate  duplication  and  reconcile  industry  themes,  event  sites 
and  timing.  This  collaboration  will  produce  a  more  coordinated  trade 
event  program  for  FY  1 996. 
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16) 


Establish  a  centralized  trade  event 
process  to  ensure  that  all  proposed 
events,  including  those  from  states 
and  the  private  sector,  are  consid- 
ered at  one  time  for  a  given  year. 


»y\      Place  responsibility'  tor  managing 

'     all  Federal  trade  events,  approved 

by  a  TPCC  working  group,  in  one 

unit  ofCommerce  (or  Agriculture, 

as  appropriate). 

^g\  Use  an  informational  "navigation 
system"  to  guide  the  planning  of 
programs  and  events. 


19) 


20) 


21) 


As  a  pilot  project,  announce  the 
TPCC  event  program  in  the  Fed- 
era/  Register  and  invite  qualified 
private  sector  organizers  to  bid  for 
those  events  they  desire  to  handle. 

Focus  limited  Federal  government 
resources  on  targeted  trade  events 
for  truly  export-ready  firms,  rather 
than  on  general,  motivational  con- 
ferences. 


Co-locate  state  offices  with  Federal 
district  offices  when  appropriate, 
including  in  the  one-stop  shop  pi- 
lot program. 


22*     Create  or  expand  formal  lines  of 

'     communication  between  state  and 

Federal  export  promotion  entities. 


23)  Reach  cooperative  agreements  be- 
tween Federal  agency  field  offices 
and  state  trade  offices  that  delin- 
eate specific  joint  activities,  ex- 
pected accomplishments,  strategic 
directions,  and  the  responsibilities 
of  the  partners. 


We  have  established  an  interagency  Trade  Events  Working  Group.  All 
TPCC  agencies  and  the  National  Association  of  Slate  Development 
Agencies  (NASDA)  have  agreed  to  coordinate  planning  and  to  develop 
a  process  to  review  and  reconcile  conflicting  event  proposals. 


A  nevi  Trade  Events  Board  in  the  Commerce  Department  coordinates 
planning,  logistics  and  execution  of  trade  events. 


An  analytical  matrix  has  been  developed  to  guide  trade  event  planning 
based  on  current  priorities. 


Over  50  trade  events  were  offered  for  privatization  in  June  1 994.  Quali- 
fied bidders  will  be  selected  in  fall  1994  and  announced  in  the  Federal 
Reeister. 


All  agencies  have  been  provided  with  strategic  guidance  for  their  FY 
1 996  trade  event  program  development,  urging  redirection  of  resources 
to  Big  Emerging  Markets  (BEMs)  and  "best  prospect"  sectors  and  on 
the  types  of  events  best  suited  for  export-ready  firms  such  as  matchmak- 
ers and  trade  missions. 


We  consulted  extensively  with  state  and  local  partners  in  the  design  of 
our  pilot  EACs  and  co-located  where  feasible.  As  the  domestic  network 
transition  is  implemented,  we  will  consult  with  our  partners  and 
co-locate  where  appropriate. 


We  have  expanded  lines  of  communication  with  our  state  and  local  part- 
ners through  regular  meetings  of  the  TPCC  State  and  Local  Working 
Group.  In  addition,  the  Commerce  Department  is  providing  funding  to 
NASDA  to  automate  the  State  Export  Promotion  Database.  This  will 
allow  our  partners  to  share  a  comprehensive  source  of  information  elec- 
tronically, thus  facilitating  the  joint  development  of  strategic  business 
plans. 

In  the  development  of  our  EAC  network,  we  have  worked  closely  with 
our  state  and  local  partners  to  ensure  that  our  activities  are  complemen- 
tary. Each  center  has  a  strategic  plan  which  delineates  the  key  roles 
pla\ed  by  our  partners. 
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24)  Expand  and  improve  the  Ex- 
port-Import Bank  of  the  United 
States  (Ex-lm  Bank)  City/State 
Program. 


25) 


27) 


Create  risk  co-fmancing  agree- 
ments between  Federal  agencies 
(Ex-Im  Bank  and  the  Small 
Business  Administration 
(SBA))  and  qualified  state  and 
local  finance  entities. 


2g\  Improve  the  accuracy,  acquisi- 
tion, and  dissemination  of  trade- 
related  Information. 


Create  a  commercial  strategic 
plan  for  each  country  with  sig- 
nificant market  potential  that  is 
cleared  by  the  Country  Team 
and  approved  by  the  Ambassa- 
dor and  that  links  the  overall 
Mission  Program  Plan  and  the 
former  Country  Marketing  Plan. 


Ex-lm  Bank  continues  to  expand  program  membership  while  also  intro- 
ducing program  improvements.  These  improvements  include  integrat- 
ing City/State  representatives  into  the  EACs  network,  export  finance 
training  for  participants,  improved  export  finance  products,  closer  co- 
ordination and  streamlining  of  case  processing  for  City/State  packaged 
applications  and  evaluating  options  for  other  forms  of  support  for  state 
and  local  guarantee  programs. 


SBA  has  reached  a  co-guarantee  agreement  with  the  State  of  California 
and  has  entered  into  discussions  with  other  state  and  local  finance  enti- 
ties to  establish  additional  co-guarantee  agreements  in  FY  1995.  Ex-lm 
Bank  will  consider  co-guarantee  agreements  as  possible  tools  to  further 
support  City/State  export  finance  programs. 


We  have  launched  a  program  to  acquire,  screen  and  improve  dissemina- 
tion of  trade  information.  We  have  added  commercial  on-line  networks, 
new  information  vendors,  and  trade  research  firms  to  the  Economic 
Bulletin  Board.  We  are  also  using  the  Exporter  Data  Base  to  create  the 
new  "Exporter  Location  Series",  which  furnishes  timely  statistics  on 
U.S.  export  sales  by  state,  metro  area,  and  zip  code.  NTDB  information 
has  been  significantly  expanded. 


Our  overseas  posts  are  preparing  Strategic  Commercial  Plans  which 
create  a  framework  for  coordinating  all  elements  of  the  embassy  — 
particularly  Commerce,  Agriculture,  and  State  Departments  —  involved 
in  commercial  activities.  These  plans  outline  annual  commitments  and 
strategies  for  advancing  U.S.  commercial  objectives  in  specific 
markets. 


28)     Enhance  the  role  of  the  Country 
Team  in  commercial  activities. 


29) 


Promote  the  United  States  as  a 
country  that  produces  quality 
products. 


30)  Improve  the  collection  and  dis- 
semination of  market  research 
and  country-specific  information. 


Our  new  Strategic  Commercial  Plans  create  a  framework  within  which 
all  members  of  the  Country  Team  can  work  together  to  advance  U.S. 
commercial  interests  overseas. 


During  FY  1994-1995  the  United  States  Information  Agency  is  fielding 
three  traveling  information  centers  to  Asia,  Europe  and  the  Middle  East. 
These  centers  contain  a  multimedia  library,  and  other  trade  related 
information. 


We  have  taken  several  steps  to  improve  the  collection  and  dissemina- 
tion of  commercial  information  including:  ( I )  the  creation  of  compre- 
hensive Country  Commercial  Guides;  (2)  upgrades  to  the  NTDB  which 
make  this  database  more  user  friendly;  and  (3)  an  increase  in  the  num- 
ber of  private  sector  sources  that  redistribute  commercial  information 
collected  by  our  embassies  to  a  wider  audience  in  the  United  States. 
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2^  \  Enhance  the  role  and  responsibili- 
ties of  Foreign  Service  Nationals 
(FSNs)  in  countries  where  there  are 
no  U.S.  and  Foreign  Commercial 
Service  (US&FCS)otTicers. 


32) 


Develop  a  comprehensive  and  con- 
sistent training  program  for  export 
promotion  personnel  at  each  stage 
of  personnel  development. 


33) 


34) 


Expand  contacts  and  develop  train- 
ing programs  with  private  sector 
organizations  and  associations  to 
improve  the  exchange  of  informa- 
tion between  Federal  trade  promo- 
tion personnel  and  U.S.  exporters 
overseas. 


Develop  and  implement  a  regular 
mechanism  for  evaluating  perfor- 
mance measures. 


The  US&FCS  will  open  new  offices  under  the  management  of  the 
FSNs  with  supervision  from  an  US&FCS  regional  office.  The  first 
office  managed  by  a  FSN  will  be  in  Finland. 


Commerce  has  conducted  a  broad  series  of  training  sessions  this  year 
for  commercial  ofTicers  and  FSNs  posted  overseas  as  well  as  for  staff 
from  other  interested  Federal  agencies  and  state  governments.  In 
addition,  the  State  Department's  Foreign  Service  Institute  now  pro- 
vides 100  officers  per  year  a  one-week  course  in  export  promotion. 
It  has  also  begun  a  two-day  course  for  senior  officers  on  managing 
effective  commercial  missions. 

The  private  sector  has  played  an  important  role  in  providing  ideas 
for  training  courses  this  year  It  has  been  particularly  helpful  in 
designing  training  for  sector-specific  courses. 


Washington  agencies  will  work  with  overseas  posts  as  part  of  a  pilot 
program  to  evaluate  their  success  in  implementing  the  Strategic  Com- 
mercial Plans.  Evaluation  will  be  based  on  agreed-upon  performance 
measures. 


35) 


36) 


Upgrade  the  mission's  awareness 
and  knowledge  of  U.S.  government 
agencies  and  private  sector  finan- 
cial needs  and  requirements,  and 
improve  the  mission's  ability  to  re- 
port and  make  useful  recommen- 
dations to  Washington. 


Encourage  more  visits  by  mission 
officials  to  the  United  States  for 
consultations  with  the  business 
community,  and  brief/update 
TPCC  representatives  on  mission 
activities. 


37)  Coordinate  mission  trade  promo- 
tion activities  with  state  develop- 
ment offices  located  overseas. 


Improving  mission  awareness  of  commercial  issues  is  being  addressed 
through  better  training  of  overseas  persormel  especially  in  the  area  of 
trade  finance.  Better  communication  between  missions  and  Wash- 
ington is  being  fostered  through  the  development  and  implementa- 
tion of  new  Strategic  Commercial  Plans. 


Mission  visits  through  programs  like  the  U.S.-Association  of  South- 
east Asian  Nations  Ambassador's  Tour  and  the  Business  Council  for 
International  Understanding  (BCIU)  will  continue  and  will  be 
enhanced. 


Meetings  between  US&FCS  and  states  on  developing  projects  to  in- 
crease cooperation  between  state  and  Federal  overseas  op>erations 
are  ongoing. 
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38) 


39) 
40) 


41) 


Establish  the  TPCC  Advocac)  Co- 
ordinating Network,  chaired  by  the 
Secretary  of  Commerce  or  his  del- 
egate, to  develop  an  etTective  sys- 
tem of  aggressive  advocacy  in 
close  coordination  with  the  private 
sector  and  within  the  context  of 
overall  U.S.  foreign  policy. 

Develop  and  implement  strategies 
to  further  reduce  the  use  of  tied  aid 
worldwide. 

Streamline  the  pre-export  working 
capital  guarantee  programs  of  Ex- 
Im  Bank  and  SBA  to  make  the  pro- 
grams more  customer-focused  and 
to  take  advantage  of  the  agencies' 
comparative  strengths. 

Establish  an  intensive  educational 
program,  illustrating  the  benefits 
of  U.S.  government  export  financ- 
ing programs  (e.g..  reduced  risk). 
that  is  targeted  at  private  financial 
institutions,  especially  smaller  and 
less  internationally  experienced 
banks. 


42) 


Make  clear  that  lenders  will  get 
positive  consideration  for  small 
businesses  export  loans  under  the 
Community  Reinvestment  Act 
(CRA).  which  encourages  lenders 
to  help  meet  the  credit  needs  of 
their  communities. 


43) 
44) 


Help  stimulate  the  private  sector's 
creation  of  a  secondary  market  for 
short-term  export  loans. 


Consolidate  all  feasibility  studies 
for  major  projects  primarily  de- 
signed to  support  U.S.  exports,  in- 
eluding  concept  design  and  finan- 
cial planning,  into  the  Trade  and 
Development  Agency  (TDA). 


We  created  an  Advocacy  Coordinating  Network  in  November  1993.  com- 
posed of  I  7  Federal  agencies.  The  interagency  group  meets  regulaHy  to 
coordinate  strategies  for  U.S.  companies  seeking  advocacy  assistance.  A 
new  Advocacy  Center,  established  at  Commerce,  supports  the  Network's 
efforts. 


Ex-lm  Bank  established  the  Tied  Aid  Capital  Projects  Fund  to  counter  ag- 
gressively foreign  trade-distorting  tied  aid  credits. 


Ex-lm  Bank  and  SBA  have  developed  a  streamlined,  simplified  working 
capital  guarantee  program  scheduled  to  begin  October  I,  1994,  pending 
legislative  changes  necessary  for  SBA. 


Ex-lm  Bank.  SBA.  and  several  private  sector  banking  associations  have 
developed  the  Lender  Education  Program.  Theprogram  will  provide  lend- 
ers, especially  less  internationally  experienced  lenders,  with  an  overview 
of  Federal  export  finance  programs  and  the  benefits  to  exporters  and  lend- 
ers alike  of  accessing  these  programs,  as  well  as  necessary  "hands  on"  op- 
erational information.  The  first  phase  of  the  program  is  scheduled  to  begin 
in  September  1 994. 


Ex-lm  Bank  and  SBA  have  determined  that  small  business  loans  guaran- 
teed by  either  agencies  are  eligible  for  bank  credit  under  the  Community 
Reinvestment  Act. 


Ex-lm  Bank  and  the  Private  Export  Funding  Corporation  will  offer  two 
pilot  programs  aimed  at  building  a  foundation  for  the  creation  of  a  private 
sector  secondary  market.  The  pilots  will  begin  on  October  1 .  1994. 


Responsibility  for  feasibility  studies  was  transferred  to  TDA,  along  with 
$3.7  million  in  funding  from  other  agencies. 
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45)  Encourage  qualified  State/local  export 
finance  entities  to  enter  into  co- financ- 
ing arrangements  whereby  risk  is  as- 
sumed on  a  shared  basis. 


46)  SBA  will  offer  preliminary  commit- 
ments to  exporters  whose  loans  are 
"packaged"  by  qualified  state/local 
entities. 

47)  Raise  the  Overseas  Private  Investment 
Corporation  (OPIC)  per-project  limit 
from  $50  million  to  as  much  as  $200 
million. 

48)  Create  a  single,  aggressive  Multilat- 
eral Development  Bank  (MDB)  pro- 
motion and  business  outreach  oiYice 
in  the  Department  of  Commerce. 

49)  Increase  liaison  support  for  the  U.S. 
Executive  Directors  to  the  MDBs. 

50)  Integrate  the  role  of  the  MDBs  into 
broad  U.S.  government  export  finance 
program  agendas  (e.g..  of  Ex-lm 
Bank.  OPIC,  TDA,  SBA,  Depanment 
of  Energy  (DOE),  and  Agency  for  In- 
ternational Development  (AID)). 


51 )  Initiate  a  publ  ic  information  campaign 
to  encourage  U.S.  firms  to  seek  MDB 
financing.  This  would  increase  the  le- 
verage of  U.S.  government  resources. 

52)  Increase  the  threshold  for  exports  of 
computers  to  most  destinations  from 
12.5  Million  Theoretical  Operations 
per  Second  (MTOPS)  to  a  level  of  500 
MTOPS. 


SBA  has  reached  a  co-guarantee  agreement  with  the  State  of  Califor- 
nia and  has  entered  into  discussions  with  other  state  and  local  finance 
entities  to  establish  additional  co-guarantee  agreements  in  FY  1995. 
Ex-lm  Bank  will  consider  co-guarantee  agreements  as  possible  tools 
to  further  support  City/State  export  finance  programs. 


SBA  has  agreed  to  accept  exporter  generated  preliminary  commitents 
for  its  working  capital  guarantee  program. 


OPIC  raised  the  project  funding  limit  to  $200  million  in  October  1993. 


Commerce  established  a  single  MDB  Office  in  December  1 993,  and  a 
new  MDB  Counseling  Center  in  May  1994  to  provide  U.S.  exporters 
with  MDB-financed  project  information  and  counseling. 


Commerce  has  increased  staffsupport  to  the  U.S.  Executive  Directors 
offices. 


We  have  developed  a  MDB  project  finance  training  program  for  over- 
seas commercial  personnel.  In  addition,  we  have  incorporated  infor- 
mation on  MDB  financing  into  the  export  financing  program  jointly 
developed  by  Ex-lm  Bank  and  Commerce  for  our  domestic  export 
promotion  personnel.  The  MDB  Counseling  Center  provides  infor- 
mation and  referrals  to  other  finance  agencies,  including  Ex-lm  Bank, 
OPIC.  TDA,  and  AID. 


Commerce  co-hosted  over  40  seminars  in  2 1  cities,  with  over  1 500 
panicipants.  Public  information  programs  are  scheduled  in  10  cities 
for  the  remainder  of  1994. 


We  raised  the  decontrol  threshold  to  1000  MTOPS  for  most  civilian 
destinations  worldwide. 
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53)  Propose  an  increase  in  the  definition 
of  supercomputer  from  1 95  MTOPS 
to  2,000  MTOPS. 

CA\  Expand  the  availability  of  distribution 
licenses  for  computer  exports. 


55) 


Remove  prior  licensing  requirements 
for  telecommunications  exports  (ex- 
cept information  security)  for  use  in 
public-switched  networks  to  most 
countries  not  proscribed  by  Coordi- 
nating Committee  on  Multilateral 
Export  Controls  (CoCom).  In  addi- 
tion, the  United  States  will  propose  and 
work  with  our  allies  to  change  the  con- 
trol regime  on  telecommunication  tech- 
nologies for  civilian  end-users,  includ- 
ing reduced  control  levels  for  fiber  op- 
tic, radio  relay,  and  cellular  communi- 
cations systems,  and  more  advanced 
switching  techniques  related  to  these 
types  of  communications. 


We  raised  the  supercomputer  threshold  to  1 500  MTOPS  in  December 
1 993.  Multilateral  negotiations  continue  to  work  toward  attaining  the 
2000  MTOPS  threshold. 

We  expanded  distribution  licenses  for  most  Western  destinations  to 
1 500  MTOPS. 

We  eliminated  prior  authorization  for  most  telecommunications  equip- 
ment exports  to  most  destinations  and  end  users. 


56) 


57A) 


Harmonize  U.S.  domestic  dual-use 
controls  with  multilateral  controls  to 
the  greatest  extent  possible,  consis- 
tent with  U.S.  national  security  and 
foreign  policy  interests. 

Streamline  the  U.S.  government's 
licensing  and  decision-making  pro- 
cess to  eliminate  bureaucratic  delay 
and  duplication  in  the  licensing  re- 
view and  referral  process. 


e7D\     Clarify  and  simplify  U.S.  export  con- 
trol regulatory  requirements. 


The  Administration  has  made  extensive  progress  harmonizing  the  list 
of  items  to  be  controlled.  It  is  also  reviewing  U.S.  unilateral  controls 
to  eliminate  unnecessary  controls.  A  final  report  is  expected  this  fall. 


Commerce  has  reduced  the  time  for  its  referral  of  license  applications 
to  other  agencies  by  25  percent.  The  Administration's  proposal  for  a 
new  Export  Administration  Act  contains  strict  disciplines  to  reduce 
overall  export  license  application  processing  times  by  25  percent.  Fur- 
ther streamlining  awaits  interagency  implementation. 

In  December  1993,  Commerce's  Bureau  of  Export  Administration  is- 
sued a  clarification  of  the  application  of  the  Enhanced  Proliferation 
Control  Initiative  (EPCI).  Regulations  to  clarify  further  the  product 
scope  of  EPCI  are  currently  circulating  for  interagency  clearance. 
Additionally,  the  Export  Administration  Regulations  are  being  revised. 
Revision  is  scheduled  to  be  completed  by  December  31,  1994. 
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57C)  Adapt  the  multilateral  export  control 
system  to  address  proliferation  threats 
and  to  ensure  the  consistent  application 
of  export  control  policies  and  proce- 
dures by  member  countries. 

58)        Increase  Federal  gov  emment  panicipa- 
tion  in  standards  activities. 


59)        Support  private  sector  standards 
activities. 


60) 


Promote  U.S.  standards  in  foreign 
countries. 


Following  the  end  of  CoCom  on  March  31,  1994,  the  Adminis- 
tration has  led  former  CoCom  members  in  an  effort  to  establish 
a  successor  multilateral  e.xport  control  regime  that  will  help  stem 
the  threat  of  proliferation. 


Several  agencies,  including  the  Food  and  Drug  Administration 
(FDA),  Federal  Communication  Commission,  and  National 
Highway  Traffic  Safety  Administration  have  undertaken 
proactive  approaches  to  harmonize  requirements  in  key  mar- 
kets. Commerce  is  working  with  regulatory  agencies  in  heavily- 
traded  product  sectors  to  improve  international  cooperation. 

Per  industry  request.  National  Institute  of  Standards  and  Tech- 
nology (NIST),  Environmental  Protection  Agency,  and  the  DOE 
are  participating  in  a  new  International  Standards  Organization 
(ISO)  initiative  for  harmonized  environmental  management  stan- 
dards. An  electronic  network  linking  standards  databases  and 
users  is  being  developed. 

Numerous  efforts  aimed  at  international  standards  harmoniza- 
tion, training  and  technical  assistance  for  foreign  governments 
are  underway. 


g^  \        Promote  the  acceptance  of  U.S.  certi- 
fication and  accreditation. 


62) 
63) 
64) 
65) 


Enhance  information  sources  for 
exporters. 


Assist  industries  regarding  ISO  9000 
Standards  Registration. 


Take  steps  to  convert  the  U.S.  to  the 
metric  system. 


Review  regulatory  programs  to 
identify  outdated  or  unnecessary 
restrictions  to  exports  and  implement 
appropriate  modifications. 


The  Administration  is  negotiating  Mutual  Recognition  Agree- 
ments with  the  European  Union  for  acceptance  of  test  results, 
plant  inspections,  and  product  certification. 

NIST  and  the  International  Trade  Administration  have  expanded 
their  foreign  standards  and  ISO  information  programs  for 
exporters. 

NlST's  Manufacturing  Technology  Centers  have  undertaken 
training  and  education  activities  designed  to  assist  small-and 
medium-sized  companies  with  the  ISO  9000  Standards  Series. 


Cooperative  initiatives  are  underway  to  promote  metric  use  in 
Federal  procurement,  and  all  administrative  and  programmatic 
functions  that  are  measurement  sensitive. 

Based  on  industry  response  to  a  TPCC  Federal  Regislernoiicc, 
the  TPCC  is  developing  options  for  modifying  or  eliminating 
unnecessary  requirements.  The  TPCC  and  the  FDA  are  coop- 
erating to  develop  procedures  to  fiarther  streamline  the  export 
of  medical  devices. 
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Communication  Activities 


We  recognize  that  to  develop  and  maintain  a  strong,  productive  partnership  with  the  private  sector,  we  must 
establish  an  effective  channel  of  communication  which  is  truly  two-way.  Such  communication  is  vital  not  only 
at  the  senior  policy-making  level,  but  also  at  the  operational  level  where  policies  and  programs  are  implemented; 
day-to-day  interaction  with  American  exporters  enables  us  to  test  the  effectiveness  of  our  programs.  In  the 
process  of  formulating  the  National  Export  Strategy,  we  consulted  with  thousands  of  representatives  from  the 
private  sector,  including  Fortune  500  CEOs,  small  business  owners,  bankers,  export  intermediaries,  trade 
consultants,  workers,  industry  associations,  labor  unions,  and  chambers  of  commerce.  In  fact,  our  outreach 
extended  beyond  national  borders  when  Administfation  officials  met  with  American  executives  based  overseas 
to  learn  how  the  U.S.  government  could  support  their  efforts  to  sell  more  U.S.  products. 

Since  the  release  of  our  Report  last  September,  we  have  maintained  and  expanded  our  dialogue  with  U.S. 
exporters  through  a  variety  of  means.  Discussions  with  American  business  around  the  country  (and  indeed 
around  the  world)  continue  to  be  an  important  way  for  us  to  publicize  our  programs  and  to  learn  how  we  can  serve 
American  exporters  better.  In  Washington,  D.C.  the  heads  of  various  trade  promotion  agencies  convened  several 
roundtables  with  the  leadership  of  key  trade  and  business  associations  to  assess  progress  we  have  made  and  to 
solicit  new  ideas  on  directions  for  the  future.  In  July  and  August  1 994,  we  took  our  outreach  effort  on  the  road 
—  from  Amarillo  to  Boston  to  San  Francisco  to  Atlanta  —  to  take  the  pulse  oT  America's  exporters.  These 
outreach  meetings  supplemented  the  dozens  of  events  held  throughout  the  year  at  which  top  officials  discussed 
particular  elements  of  the  National  Export  Strategy  with  exporters  in  more  than  25  cities.  We  also  consulted 
closely  with  key  committees  of  Congress  and  their  staffs,  both  in  Washington,  D.C.  and  in  the  districts. 

In  addition,  we  have  begun  publishing  our  National  Export  Strategy  Update,  a  monthly  newsletter  highlighting 
new  programs,  publications,  and  events.  It  is  available  on-line  via  the  National  Trade  Data  Bank  and  the 
Electronic  Bulletin  Board  as  well  as  through  Commerce  District  Offices,  and  selected  trade  associations. 

Finally,  we  have  formalized  lines  of  communication  between  Federal,  state  and  local  organizations,  helping  to 
institutionalize  the  relationship  between  these  partners.  The  Trade  Promotion  Coordinating  Committee  (TPCC) 
State  and  Local  Working  Group  monitors  progress  on  the  implementation  of  our  National  Export  Strategy  and 
provides  a  forum  for  state  and  local  government  officials  to  join  in  open  discussion  and  exchange  ideas  through 
regular  meetings.  The  State  and  Local  Working  Group  demonstrates  the  commitment  of  the  Federal  government 
in  establishing  an  interactive  relationship  among  partners.  Leveraging  resources  through  partnerships  with  state 
and  local  organizations  improves  the  effectiveness  of  our  programs  and  broadens  accessibility. 
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The  National  Export  Strategy  Outreach 
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DOMESTIC  OUTREACH 


Burlington.  VT: 
Houston.  TX: 

Seanle.  WA: 

Des  Moines.  lA: 

St.  Louis.  MO: 
Lexington,  KY: 
Portsmouth,  NH: 
Miami,  FL: 

Denver,  CO: 

Burlington.  VT: 
Manchester,  NH: 

Boston,  MA: 

Baltimore,  MD: 

Pittsburgh,  PA: 

Houston.  TX: 

Seanle,  WA: 

Middletown,  CT: 
San  Diego.  CA: 

Houston.  TX: 

St.  Louis.  MO: 

Los  Angeles.  CA: 

Baltimore,  MD: 


President  and  CEO  Harkin  traveled  to  Senator  Leahy's  conference  February  15,  1994. 

President  and  CEO  Harkin  attended  OPIC's  conference  on  the  oil  and  gas  sector 
January  25   1994. 

President  and  CEO  Harkin  attended  OPIC's  conference  on  Russia/Far  East,  April  25,  1994. 

President  and  CEO  Harkin  hosted  OPIC's  investor  conference  for  Ukrainian  agricultural 
entrepreneurs  August  12.  1994. 

Director  Grandmaison  attended  the  USIA  conference  on  Russia  and  NIS  October  22.  1994. 

Director  Grandmaison  attended  a  briefing  on  the  National  Export  Strategy  October  22.  1994. 

Director  Grandmaison  attended  a  briefing  on  the  National  Export  Strategy  November  9.  1994. 

Director  Grandmaison  panicipated  in  a  US&FCS  conference  on  Latin  America  and  the 
Caribbean  November  15.  1994. 

Director  Grandmaison  attended  a  briefing  and  reverse  trade  mission  on  the  aviation  sector 
December  6.  1994. 

Director  Grandmaison  attended  a  trade  finance  business  conference  February  15,  1994. 

Director  Grandmaison.  Ex-lm  Bank.  OPIC,  and  Commerce  participated  in  an  Export 
conference    March  21.  1994 

Director  Grandmaison  attended  a  TDA  briefing  hosted  by  Senator  Kerry  for  Massachusetts 
businesses  March  30.  1994. 

Director  Grandmaison  attended  a  briefing  on  opportunities  in  the  Indonesian  aviation  sector 
April  15.  1994. 

Director  Grandmaison  anended  a  briefing  on  TDA  at  the  US&FCS  European  Conference 
April  29.  1994. 

Director  Grandmaison  anended  a  briefing  at  the  armual  meeting  on  the  Administration's 
export  policy  May  1 1.  1994. 

Director  Grandmaison  attended  a  briefing  on  aviation  opportunities  in  Central  and  Eastern 
Europe  May  24.  1994. 

Director  Grandmaison  attended  a  briefing  on  TDA  at  an  export  conference  June  10.  1994. 

Director  Grandmaison  anended  a  conference  on  opportunities  in  Mexico's  healthcare  sector 
July  18.  1994. 

Director  Grandmaison  anended  a  conference  on  opportunities  in  Kyrgyzstan's  oil  and  gas 
sector  Jul\  19.  1994. 

Director  Grandmaison  participated  in  a  briefing  as  part  of  the  TPCC  outreach  effort 
August  10.  1994, 

Director  Grandmaison  gave  a  briefing  on  TDA  for  the  Foreign  Trade  Association 
August  19.  1994. 

Secretary  Brown  attended  the  opening  of  the  EAC  January  31.  1994. 
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Denver,  CO: 

Las  Vegas,  NV: 
Middletown.  CT: 
Miami,  FL: 
Seattle,  WA: 

New  York,  NY: 
Linle  Rock,  AR: 

Chicago,  IL: 
New  York,  NY: 
Dallas,  TX: 
Palm  Beach,  FL: 

Atlanta,  GA: 
New  Orleans,  LA: 
Milwaukee,  WI: 
Minneapolis,  MN: 
Cleveland,  OH: 
San  Francisco,  CA: 
Dallas,  TX: 

Amarillo,  TX: 
Linle  Rock,  AR: 
Boston,  MA: 
St.  Louis,  MO: 

Baltimore,  MD 


Secretary  Brown  attended  a  conference  on  trade  with  Latin  America  March  4,  1994. 

Secretary'  Brown  anended  Las  Vegas  Day  with  Senator  Bryan  April  8,  1994. 

Secretary  Browii  was  guest  speaker  for  a  trade  conference  June  10,  1994. 

Secretary  Brown  attended  the  opening  of  the  EAC  June  24,  1994. 

Secretary  Christopher  gave  the  Asia  policy  address  at  the  University  of  Washington 
November  17,  1994 

Chairman  Brody  promoted  the  TPCC  October  1993. 

Chairman  Brodv  spoke  at  the  National  DEC  Action  Forum  on  International  Competitiveness 
January  20,  1994. 

Chairman  Brody  visited  the  EAC  February  7,  1994. 

Chairman  Brody  discussed  project  finance  with  lenders  March  8,  1994. 

Chairman  Brody  spoke  at  the  Chamber  of  Commerce  Ambassador's  Forum  May  4,  1994. 

Chairman  Brody  spoke  at  Summit  International  Associates,  Inc.  North  American  Regional  Meeting 
May  17,  1994 

Chairman  Brody,  Commerce  and  TDA  representatives  met  with  business  leaders  July  27,  1994. 

Commerce  representatives  met  with  National  Council  of  State  Legislatures  July  24,  1994. 

Commerce  and  Ex-lm  Bank  representatives  met  with  Milwaukee  business  executives  July  27,  1994. 

Commerce,  TDA  and  the  Ex-lm  Bank  representatives  met  with  business  leaders  July  25,  1994. 

Commerce  and  TDA  representatives  met  with  the  business  community  July  20,  1994. 

Commerce  representatives  met  with  business  executives  August  1,  1994. 

Commerce  representatives  met  with  business  leaders  from  the  World  Council  on  Foreign  Relations 
August  3,  1994. 

Commerce  representatives  met  with  Amarillo  business  leaders  August  3,  1994. 

Commerce  representatives  met  with  business  leaders  August  5,1994. 

Commerce,  Ex-lm  Bank,  and  OPIC  representatives  met  with  business  executives  August  8,  1994. 

Director  Grandmaison,  Commerce,  Ex-lm  Bank  and  OPIC  staff  met  with  Missouri  DEC  members 
August  10,  1994. 

Administrator  Bowles  anended  the  opening  of  the  EAC  on  January  31,  1994. 
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Product  Standards  —  U.S.  Government  Activities 

The  U.S.  government  is  involved  in  promoting  the  development  of  U.S.  product  standards.  In  addition,  we  also 
participate  in  international  standards  activities  as  well  as  support  private  sector  activities.  This  section  elaborates 
on  specific  actions  that  we  are  taking  in  each  of  the  categories  outlined  in  the  main  text  of  the  Report. 

Promotion  of  U.S.  Standards,  Certification,  and  Accreditation  Requirements 

Promoting  the  Adoption  of  U.S.  Standards:  The  United  States  has  negotiated  an  agreement  with  Russia  through 
which  drugs  and  biologies  approved  by.  and  manufactured  in,  the  United  States  can  be  accepted  into  Russia  under 
streamlined  procedures.  In  addition,  many  Food  and  Drug  Administration  (FDA)  standards  are  adopted  by  the 
World  Health  Organization  for  its  drug  and  vaccine  standards  and  by  the  Codex  Alimentarius  Commission  (the 
international  standards  body  for  food  products). 

Training  for  Foreign  Governments:  We  are  advancing  our  business  interests  by  exposing  foreign  government 
officials  to  U.S.  approaches  to  regulation,  procurement  and  standards.  The  FDA  and  the  National  Institute  of 
Standards  and  Technology  (NIST),  for  example,  have  ongoing  exchange  programs  with  Chinese  and  Russian 
scientists  to  enhance  mutual  understanding  of  differing  standards  regimes. 

Bilateral  Agreements:  The  Office  of  the  U.S.  Trade  Representative  (USTR),  the  Departments  of  Commerce  and 
State,  with  broad  support  from  technical  and  regulatory  agencies  and  many  private  certifiers,  entered  into 
negotiations  to  establish  bilateral  agreements  with  the  European  Union  for  the  acceptance  of  U.S.  test  results,  plant 
inspections  and,  in  some  cases,  certification  of  products.  The  resulting  Mutual  Recognition  Agreements  will 
cover  potentially  $40  billion  of  U.S.  exports  to  the  European  Union  in  such  sectors  as  information  technology 
equipment,  machinery,  telecommunications  equipment,  and  medical  devices. 

Enhanced  U.S.  Government  Participation  in  International  Standards  Activities 

NIST  has  organized  a  continuing  dialogue  with  representatives  from  each  of  the  major  private  sector  standards 
organizations,  industry,  professional  societies,  and  Federal  agencies  to  achieve  a  more  integrated  and  cooperative 
standards  posture  for  the  United  States. 

The  USTR  and  the  Commerce  Department  are  collaborating  with  regulatory  agencies  responsible  for  heavily- 
traded  product  sectors  to  improve  international  cooperation. 

The  FDA  is  active  in  the  development  of  international  drug  standards  and  harmonization.  In  the  medical  devices 
area,  the  FDA  is  active  in  the  Global  Harmonization  Task  Force,  an  international  effort  to  harmonize  standards  in 
this  growing  sector. 

The  Federal  Communications  Commission  amended  its  rules  to  harmonize  the  U.S.  standards  for  radio 
frequency  emissions  from  digital  devices  with  international  emissions  standards.  This  affects  more  than  $30 
billion  of  U.S.  exports  and  introduces  cost  savings  of  as  much  as  $100  million  per  year  in  design  and  testing  costs. 
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NIST,  the  Environmental  Protection  Agency  and  the  Department  of  Energy  are  participating  in  the  new 
International  Standards  Organization  (ISO)  initiative  to  develop  harmonized  environmental  management 
standards.  NIST  published  an  information  document  on  ISO  environmental  management  standards  activities 
in  July  1994  that  will  enable  a  wider  audience  in  both  the  public  and  private  sectors  to  track  this  standards 
activity. 

The  Department  of  Agriculture,  EPA,  and  FDA,  as  members  of  the  Codex  Alimentarius,  are  working  to 
harmonize  international  pesticide  and  residue  tolerances  to  make  export  certification  for  many  food  products 
less  burdensome. 

Increased  U.S.  Government  Support  of  Private  Sector  Activities 

Commercial  Information:  NIST  is  managing  a  grant  to  develop  a  National  Standards  System  Network.  The 
network  will  create  an  electronic  infrastructure  linking  the  databases  of  developers,  producers,  distributors, 
and  users  of  technical  standards  in  the  United  States,  it  will  also  include  information  on  regional  and 
international  standards.  In  addition,  NIST  and  the  Commerce  Department's  International  Trade 
Administration  inuoduced  new  business  information  programs  on  the  ISO  9000  quality  management 
standards,  a  guide  to  Russian  consumer  protection  requirements,  and  exporter  guidance  on  Canadian  and 
Mexican  standards  in  support  of  NAFTA. 

Training:  Through  its  Manufacturing  Technology  Centers  and  Manufacturing  Extension  Centers,  NIST  has 
undertaken  training  and  education  activities  designed  to  assist  small-  to  mid-sized  companies  in  learning 
about  the  requirements  of  the  ISO  9000  Standards  Series.  The  number  of  centers  rose  from  seven  to  30  over 
the  past  12  months,  with  a  projected  increase  to  100  by  1997. 

Administrative  Changes  —  Exports  of  Medical  Devices:  In  response  to  medical  device  industry  concerns 
expressed  in  response  to  a  TPCC  request  for  comments,  FDA  has  streamlined  its  procedures  for  approving  the 
exports  of  devices.  Handling  these  requests  now  takes  an  average  of  20  days,  rather  than  the  average  of  65  days 
it  took  in  1993. 


141 


204 


Appendix  4 

Geographically-Targeted  Programs  for  Small-  and  Medium- 
Sized  Businesses:  Export  Mexico  and  Destination  ASEAN 


We  have  launched  two  new  interagency  programs  aimed  at  helping  small-  and  medium-sized  businesses  take 
advantage  of  the  ever-increasing  export  opportunities  in  Mexico  and  the  Association  of  Southeast  Asian  Nations 
(ASEAN).  These  programs  are  designed  to  provide  U.S.  businesses  with  the  specific  tools  needed  to  sell  their 
products  in  these  markets. 

Export  Mexico 

In  August  1993,  Secretary  of  Commerce  Ronald  Brown  announced  the  Export  Mexico  program,  an  interagency 
effort  to  focus  the  Administration's  export  promotion  arsenal  on  our  fastest  growing  export  market.  In  our  last 
Report,  we  outlined  the  program's  basic  features.  Since  then,  the  program  has  produced  a  significant  number  of 
export  success  stories  for  U.S.  companies.  Through  Export  Mexico,  the  Commerce  Department,  the  Small 
Business  Adminisu-ation  (SBA)  and  the  Export-Import  Bank  of  the  United  States  (Ex-Im  Bank)  have  provided 
small  businesses  with  user-friendly  information,  personalized  export  finance  counseling,  trade  and  marketing 
events  that  focus  on  targeted  clients  and  sectors,  and  industry-led  export  initiatives. 

Key  components  of  the  program  include: 

•  Seminars:  Since  September  1993,  we  have  participated  in  more  than  300  Export  Mexico  seminars  across 
the  country  that  have  instructed  small  businesses  on  the  "nuts  and  bolts"  of  doing  business  in  Mexico.  Since 
approval  of  North  American  Free  Trade  Agreement  (NAFTA),  an  additional  70  seminars  have  taken  place 
that  instruct  U.S.  companies  on  the  practical  impact  of  the  agreement  on  customs  procedures,  tariff  rates, 
and  documentation. 

•  Matchmaker  Trade  Missions:  In  December  1993,  Secretary  Ronald  Brown  led  a  38-member  Minority 
Business  Matchmaker  Trade  Delegation  to  Mexico  City.  Participants  displayed  their  products  at  Rep  Com, 
a  U.S. -sponsored  tradeshow,  and  met  potential  agents,  distributors,  and  business  partners  at  pre-arranged 
meetings  in  Mexico.  We  provided  the  participants  with  pre-  and  post-event  counseling.  Recognizing  that 
the  ability  to  obtain  financing  often  makes  or  breaks  a  deal,  the  Commerce  Department,  SBA  and  Ex-Im 
Bank  held  briefings  both  in  the  United  States  and  Mexico  on  resources  available  to  finance  exports  to 
Mexico.  The  success  of  the  first  Minority  Business  Matchmaker  led  to  a  second  such  mission  to  Monterrey 
in  April  1994.  Others  are  planned  for  Canada  and  Mexico  in  late  1994. 

•  Market  Information  and  Dissemination:  NAFTA  FACTS,  an  automated  information  delivery  system  in 
the  Commerce  Department,  faxes  marketing  information  to  exporters  free  of  charge.  An  average  of  500 
callers  per  day  use  this  system,  which  has  sent  out  over  1 75,000  documents  in  the  first  six  months  of  1994. 
Inc.  magazine  rated  NAFTA  FACTS  the  number  one  source  for  marketing  information  on  Mexico,  based 
on  speed,  cost  and  accuracy. 


142 


205 

Appendix  4 


Destination  ASEAN 

This  interagency  program,  first  developed  by  the  Office  of  the  U.S.  Trade  Representative  and  the  Department  of 
Commerce,  focuses  a  broad  range  of  expon-promotion  services  on  the  dynamic  markets  of  Southeast  Asia  ( Brunei, 
Indonesia.  Malaysia,  the  Philippines.  Singapore,  and  Thailand).  It  offers  "nuts-and-bolts"  market  information, 
industry -specific  materials,  matchmakers  and  other  trade  missions  targeted  to  key  sectors,  and  trade-finance 
counseling. 

Our  trade  specialists  throughout  the  country .  who  are  part  of  an  interagency  Asia-Pacific  team,  follow-up  with  U.S. 
companies  that  take  part  in  Destination  ASEAN  events.  Team  members  will  be  linked  by  computer  with  our  posts 
in  the  ASEAN  countries,  and  they  will  have  access  to  up-to-the-minute  regional  market  information.  Specialists 
will  work  with  U.S.  companies  to  create  export  strategies. 

Destination  ASEAN  concentrates  on  those  sectors  that  hold  the  most  export  potential  for  U.S.  companies  in  the 
region.  In  the  coming  year  we  are  planning  trade  missions  for  the  auto  parts,  telecommunications,  airport 
infrastructure,  and  healthcare  sectors.  These  events  will  link  U.S.  firms  with  potential  agents,  distributors  and 
business  partners  overseas.  We  are  also  planning  an  event  that  matches  U.S.  and  ASEAN  trading  companies,  to  get 
more  American  companies  involved  in  infrastructure  projects  in  the  region. 
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Description  of  Big  Emerging  Markets  (BEMs) 


Listed  below  are  brief  descriptions  of  each  of  the  10  BEMs.  These  summaries  broadly  outline  country 
developments,  market  size,  major  projects,  and  future  economic  trends. 

Chinese  Economic  Area.  One  of  the  most  striking  developments  in  East  Asia  in  recent  years  is  the  emergence  of 
a  grow  ing  triangular  economic  relationship  within  the  Chinese  Economic  Area  (CEA),  composed  of  China,  Taiwan, 
and  Hong  Kong.  Since  the  mid-1980s,  the  growih  of  Gross  Domestic  Product  (GDP)  in  the  CEA  has  been  among 
the  fastest  in  the  world.  The  CEA  has  the  largest  number  and  highest  total  dollar  value  (approximately  $560  billion) 
of  infrastructure  projects  on  the  drawing  boards  over  the  next  seven  years,  and  holds  the  world's  largest  foreign 
exchange  reser\'es  with  which  to  pay  for  these  projects. 

Indonesia.  A  population  of  1 88  million  anda  GDP  projected  to  grow  at  seven  percent  annually  through  the  end  of 
the  decade,  combined  with  a  central  position  in  the  Association  of  Southeast  Asian  Nations  (ASEAN),  make 
Indonesia  a  regional  economic  driver,  whose  growth  will  result  in  further  economic  expansion  into  neighboring 
markets.  Infrastructure  projects  again  top  the  list  of  opportunities  for  U.S.  businesses,  as  the  Indonesian  government 
plans  ambitious  projects  in  power  generation,  telecommunications,  air  traffic,  and  pollution  control.  Demand  for 
consumer  goods,  particularly  in  Jakarta,  is  expected  to  grow  rapidly.  Indonesia's  world  class  petroleum  and  mining 
sectors  offer  significant  export  opportunities  for  U.S.  companies.  Private  consumption,  currently  in  the  range  of  $75 
billion  a  year,  should  exceed  $100  billion  by  the  year  2000. 

India.  Historically  one  of  the  world's  most  closed  and  difficult  business  environments,  India  has  begun  a  measured 
but  steady  movement  toward  a  more  open,  market-oriented  system.  As  India's  largest  foreign  trade  and  investment 
panner,  this  bodes  particularly  well  for  the  United  States.  Indian  imports  from  the  United  States  rose  by  44  percent 
last  year  to  a  record  $2.8  billion.  In  1993,  the  government  of  India  approved  approximately  $1.1  billion  of  U.S. 
investment,  which  is  roughly  equal  to  the  cumulative  investment  for  the  last  four  decades  prior  to  1 99 1 .  India's  huge 
population  of  nearly  900  million,  with  a  "consumer"  class  of  over  100  million  people,  and  its  diverse  and  relatively 
developed  industrial  base  (the  world's  12th  largest)  make  it  a  market  with  potentially  unprecedented  commercial 
opportunities. 

South  Korea.  South  Korea  is  our  eighth  largest  trading  partner,  receiving  $14.8  billion  in  U.S.  exports  in  1993. 
However,  it  is  one  of  the  most  difficult  destinations  in  Asia  for  exports  of  goods  and  services,  and  for  foreign 
investment.  President  Kim's  five-year  economic  plan  promises  a  "new  Korea"  of  liberalized  domestic  economic 
and  international  trade  policies  to  sustain  growth  at  seven  percent  and  double  per  capita  incomes  by  1998.  This 
potential  rise  in  income  levels,  combined  with  Korea's  44  million  people,  could  create  an  appealing  and  dynamic 
consumer  market.  Major  project  opportunities  over  the  next  several  years  include  $20  billion  in  superhighway 
expansion,  $12.5  billion  for  port  expansion  and  construction,  $15  billion  for  a  new  Seoul  international  airport,  $2 
billion  in  telecommunications  projects,  $50  billion  in  power  projects,  and  $12  billion  in  environmental  projects. 
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Mexico.  The  passage  of  the  North  American  Free  Trade  Agreement  (NAFTA)  in  November  1 993  opened  the  door 
to  the  Mexican  mari^et  tor  many  U.S.  finms.  Mexico's  87  million  consumers  make  it  the  I  Ith  largest  market  in  the 
world.  Mexico's  economy  is  growing  rapidly,  pulling  in  durable  goods  and  industrial  materials  to  modernize 
infrastructure  and  plant  facilities.  Almost  all  of  Mexico's  imports  of  these  materials  come  from  the  United  States, 
which  accounted  for  the  1 36  percent  increase  in  U.S.  capital  goods  exports  to  Mexico  between  1987  and  1993.  The 
biggest  potential  export  sectors  for  U.S.  products  and  services  to  Mexico  are:  environmental  technologies  and 
capital  equipment;  telecommunications  equipment;  medical  equipment;  and  infrastructure  related  services  and 
capital  equipment. 

Argentina.  The  Argentine  market  —  33  million  people  with  the  highest  per  capita  income  in  Latin  America  and 
an  advantageous  agriculture  and  natural  resource  base  —  has  been  the  world's  third  fastest  growing  economy  for 
the  past  three  years.  In  addition,  the  integration  of  the  economies  of  Argentina,  Brazil,  Paraguay,  and  Uruguay  into 
the  'Southern  Common  Market"  (Mercosur)  by  1995-%  will  create  a  broader  potential  market  of  200  million 
people.  Major  export  opportunities  are  expected  to  arise  in  the  following  sectors:  mining,  gas  and  petroleum 
exploration  and  development,  processed  foods  and  beverages,  health  and  medical  services,  environmental  products 
and  ser\'ices,  communications  equipment,  and  tourism-related  equipment. 

Brazil.  In  1990,  the  Brazilian  government  began  significant  market  liberalization  efforts,  lowering  import  duties 
from  over  1 00  percent  to  a  current  average  of  14  percent  and  reducing  u^de  and  investment  barriers.  Liberalization 
policies  continue  under  the  current  Franco  Administration,  albeit  at  a  slower  pace.  Brazil's  GDP  grew  by  4.5  percent 
in  1 993,  dampened  by  inflation  and  economic  uncertainties.  U.S.  exports  to  Brazil  amounted  to  $6  billion  in  1 993, 
placing  Brazil  among  our  top  20  export  markets  in  the  world.  The  United  States  continues  to  be  the  top  supplier  to 
Brazil,  accounting  for  almost  one-third  of  total  Brazilian  imports.  Brazil's  telecommunications  and  informatics 
markets  otTer  tremendous  potential  for  U.S.  equipment  manufacturers  and  ser\  ice  providers.  Brazil's  energy  sector 
also  offers  significant  potential  for  U.S.  technology  and  equipment.  In  addition,  state  and  municipal  governments 
in  Brazil  have  undertaken  major  environmental  and  infrastructure  projects. 

South  Africa.  The  May  10  inauguration  of  the  Government  of  National  Unity  capped  South  Africa's  historic  four- 
year  transition  to  a  multiparty,  non-racial  democracy,  with  a  market-based  economy.  All  the  major  political  parties 
in  South  Africa  have  expressed  a  clear  and  unwavering  commitment  to  encourage  U.S.  firms  to  return  to  the  South 
African  market.  President  Nelson  Mandela  himself  has  made  several  appeals  to  the  American  business  community 
to  explore  commercial  opportunities  in  South  Africa.  Currently,  American  firms  considering  u^ding  and  investing 
in  South  Africa  face  the  fewest  U.S.  restrictions  in  more  than  30  years.  There  are  no  longer  any  foreign  policy  export 
controls  on  U.S.  shipments  to  South  Africa.  South  Africa's  $20  billion  import  market  should  expand  as  its  economy 
continues  to  emerge  from  a  four-year  recession  and  as  business  confidence  solidifies.  The  United  States'  14  percent 
market  share  should  increase  as  the  few  remaining  states  and  municipalities  eliminate  the  last  of  their  anti-apartheid 
measures.  South  Africa  is  the  economic  powerhouse  of  the  African  continent;  it  boasts  a  GDP  of  $1 14  billion  and 
a  global  trade  surplus  of  nearly  SI  billion.  Moreover,  it  is  being  viewed  increasingly  by  international  firms  as  the 
springboard  to  additional  markets  throughout  the  continent 
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Poland.  Starting  in  1990,  Poland  adopted  a  "shock  therapy"  approach  to  economic  reform,  abolishing  price 
controls  and  instituting  tight  monetary  and  wage  policies.  The  reforms  have  led  to  an  explosion  of  private 
entrepreneurial  activity.  By  dint  of  its  38  million  people,  its  1993  GDP  of  $85  billion  and  its  strategic  location, 
Poland  is  easily  the  most  important  single  market  in  Eastern  Europe.  Poland  remains  the  United  States'  principal 
trading  partner  in  the  region,  buying  SI  billion  of  U.S.  exports  in  1993,  and  U.S.  investment  in  Poland  amounts  to 
another  $1  billion.  Poland's  GDP  growlh  is  expected  to  reach  4.5  percent  in  1994.  Promising  sectors  for  U.S. 
investment  include  food  and  beverage  production  and  distribution,  electronics  and  telecommunications,  energy, 
construction,  and  consumer  products.  U.S.  exporters  can  expect  the  most  fertile  ground  for  their  wares  in  the 
aircraft,  computer  hardware  and  software,  telecommunications  equipment,  consumer  goods,  and  medical 
equipment  sectors. 

Turkey.  Turkey  has  become  an  important  market  for  U.S.  firms.  Real  GNP  growth  has  averaged  five  percent 
annually  since  1981.  Despitetheworldwideeconomicslump,  GNP  grew  by  7.5  percent  in  1993.  Turkey's  foreign 
trade  sector  has  surged  even  faster  than  the  economy  as  a  whole.  U.S.  exports  to  Turkey  jumped  from  $540  million 
in  1980  to  $3.4  billion  in  1993.  The  Turkish  government  strongly  encourages  foreign  investment  and  has  made 
major  suides  in  the  last  decade  to  enhance  the  investment  climate.  Major  infrastructure  projects  include  the  $30 
billion  Southeastern  Anatolia  Project,  an  extensive  complex  of  dams,  hydropower  plants,  and  irrigation 
infrastructure  development  such  as  airports  and  highways.  The  market  for  telecommunications  is  expected  to 
expand  to  $1.5  billion  by  1995.  The  market  for  pollution  control  equipment  is  estimated  at  $325  million  and  is 
growing  rapidly. 

The  Big  Emerging  Markets  will  be  the  competitive  battleground  of  the  ftiture.  Japan,  Europe,  and  several 
developing  countries  can  be  expected  to  be  fierce  rivals  in  these  markets.  Pursuing  U.S.  interests  in  these  countries 
will  require  deft  balancing  of  commercial  and  foreign  policy  considerations,  for  it  is  in  the  BEMs  that  commercial 
opportunities  co-exist  so  closely  with  other  important  U.S.  priorities  such  as  human  rights,  worker  rights,  nuclear 
nonproliferation,  and  violations  of  intellectual  property  right  laws. 
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Description  of  Key  Sectors  In  the 
Big  Emerging  Markets  (BEMs) 

We  have  identified  six  industry  clusters  for  special  consideration  in  our  export  promotion  efforts.  The  summaries 
below  highlight  the  opportunities  and  foreign  competition  in  each  sector  and  identify  export  strategies  in  the 
coming  year. 

Environmental  Technologies 

The  U.S.  environmental  technologies  industry,  the  world's  largest  producer  and  consumer  of  environmental  goods 
and  services,  is  widely  regarded  as  the  leader  in  the  following  technologies:  design  and  construction  services; 
stationary  and  mobile  source  air  pollution  control;  solid  and  hazardous  waste  management;  and  contaminated  site 
remediation.  In  1992,  the  U.S.  environmental  technologies  industry  produced  $133.7  billion  in  revenue. 

The  environmental  technologies  industries  of  Germany,  Japan,  France,  and  the  United  Kingdom  are  our  strongest 
competitors.  Japan  and  Germany  are  especially  strong  in  air  pollution  control  technologies,  while  the  French  and 
the  British  perform  well  in  the  wastewater  treatment  markets.  These  countties  devote  more  resources  to  export 
promotion,  conduct  more  high-level  advocacy,  provide  more  domestic  and  export  financing,  and  are  traditionally 
more  export-intensive  than  the  United  States.  For  instance,  Japan  will  spend  $2.2  billion  over  a  10  year  period  on 
grants  and  loans  to  transfer  anti-pollution  measures  and  to  support  international  joint  research  and  development 
projects  for  the  global  environment  under  its  Green  Aid  Program.  The  Germans  are  taking  a  long-term  approach 
toward  their  export  markets  by  attempting  to  get  their  country's  environmental  standards,  practices,  and  testing 
protocols  adopted  as  the  European  Union  (EU)  standardizes  its  environmental  controls. 

To  help  counter  these  programs,  we  are  developing  a  comprehensive  strategy  to  increase  U.S.  environmental 
technologies  exports.  The  strategy,  discussed  in  more  detail  in  the  section  "Promoting  U.S.  Exports  of 
Environmental  Technologies  and  Services,"  has  several  components:  offering  coordinated  U.S.  government 
advocacy  efforts  on  major  projects;  providing  competitive  financing  for  the  sale  of  U.S.  environmental  equipment 
and  serv  ices;  training  foreign  nationals  to  support  the  development  of  environmental  management  policies  that  are 
compatible  with  U.S.  standards,  practices,  and  technologies;  and  strengthening  public-private  partnerships. 
Currently,  we  are  developing  action  plans  to  target  five  nations  or  regions:  Mexico,  Argentina/Chile,  the  Chinese 
Economic  Area,  South  Korea  and  Poland/Czech  Republic. 

Information  Technologies 

The  information  technologies  sector  is  at  the  core  of  our  productivity  edge  in  manufacturing  and  services.  U.S. 
export  growth  in  information  technologies  has  not,  however,  kept  pace  with  its  competitive  potential.  Trade 
barriers  and  unfair  trade  practices,  such  as  dumping  and  intellectual  property  rights  violations,  have  largely 
constrained  export  growth.  With  U.S.  government  trade  promotion  assistance,  information  technologies  export 
growth  could  be  as  high  as  nine  percent  Growth  at  this  rate  would  add  a  cumulative  $700  billion  to  exports  over 
the  1993-2010  period. 
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The  Strongest  competitors  that  the  U.S.  faces  in  this  sector  are  the  Japanese  who  have  narrowed  the  technology  and 
market  gaps  in  computer  equipment  by  building  a  strong  domestic  base  in  semiconductors  and  other  enabling 
technologies.  The  bulk  of  these  Japanese  gains,  however,  have  resulted  from  the  substantial  growth  of  their 
domestic  market  of  which  Japanese  firms  hold  about  a  two-thirds  share. 

In  the  field  of  telecommunications  satellites.  U.S.  suppliers  dominate  the  global  market,  consistently  winning  over 
70  percent  of  the  contracts.  Yet,  European  telecommunications  equipment  suppliers  are  among  the  most 
competitive  in  the  world.  They  have  diversified  their  research  and  development  (R&D)  and  production  activities 
across  Europe,  and  are  no  longer  heavily  dependent  on  their  domestic  market  for  the  bulk  of  their  revenues. 

Japanese  semiconductor  suppliers  have  focused  and  thrived  in  the  past  on  high-volume  commodity  devices,  such 
as  memory  products.  Their  overall  competitive  position,  however,  has  recently  declined  in  these  market  segments 
as  the  result  of  rising  challenges  from  the  South  Koreans  and  the  Americans.  U.S.  firms  have  steadily  regained 
market  share  lost  to  the  Japanese,  acquiring  a  43  percent  share  of  the  world  semiconductor  market  as  a  result  of  its 
excellent  production  of  technologically  advanced,  high  value-added  devices,  such  as  microprocessors. 

In  the  coming  year  we  will  initiate  a  special  export  promotion  program  in  Japan,  where  investments  of  over  $1 
trillion  are  planned  in  the  information  technology  sector.  We  are  also  planning  an  active  program  of  trade 
promotion  events,  focused  particularly  on  Big  Emerging  Markets  (BEMs).  Events  include:  telecommunications 
trade  missions  to  South  Africa,  Poland,  India  and  China;  computer  hardware  and  software  trade  missions  to  Brazil, 
South  Korea,  Mexico,  South  Africa,  and  Taiwan,  as  well  as  trade  shows  in  Brazil  and  Poland;  and  an  information 
services  trade  mission  to  China.  We  will  facilitate  contact  and  cooperation  between  U.S.  and  foreign  entities 
through  participation  in  business  development  committees,  such  as  the  U.S.-China  Business  Development 
Committee  for  Information  Technologies. 

Health  Technologies 

In  biotechnology,  the  United  States  is  the  world's  leader  in  terms  of  research,  patents,  and  the  number  of  products 
that  have  been  brought  on  the  market.  Healthcare  delivery  management  companies,  considered  leading  exporters 
in  the  U.S.  healthcare  services  sector,  are  expected  to  expand  their  services  in  international  markets. 

U.S.  medical  device  and  pharmaceutical  industries  maintain  their  competitive  positions  as  global  leaders. 
However,  Western  European  and  Asian  companies,  particularly  from  Germany  and  Japan,  have  gained  ground 
over  the  past  decade.  In  addition,  European  firms  are  ahead  of  U.S.  companies  in  exploring  emerging  markets  in 
Eastern  Europe.  Similarly,  Japanese  companies  lead  U.S.  firms  in  market  share  in  China. 

A  competitive  edge  in  health  technology  is  often  gained  through  government  assistance.  For  example,  the 
governments  of  Germany,  Japan,  and  other  countries  assist  their  health  technology  companies  in  developing  new 
products  and  entering  new  markets  with  a  variety  of  assistance,  ranging  from  research  subsidies  to  preferential 
export  credits. 
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We  have  developed  an  export  strategy  to  promote  exports  in  the  U.S.  health  technology  industry.  This  strategy 
includes  several  events  planned  for  the  coming  year,  including:  a  seminar  on  business  opportunities  in  Russia, 
business  development  missions  to  South  Africa  and  Central  Asia,  a  trade  fair  in  Mexico  City,  and  a  pharmaceutical 
u^de  mission  to  Mexico.  In  addition,  industry  specific  working  groups  are  being  established  to  promote  exports 
and  other  business  opportunities  in  the  health  technology  sector.  Other  measures  include  a  review  of  the  health 
technology  regulator,  environment. 

Transportation  Technologies 

Aerospace  Technologies:  The  world  market  for  commercial  jet  airplanes  is  expected  to  increase  from  a  1992- 
1993  average  of  S26. 1  billion  peryearto  $40.9  billion  in  the  1 993  -  2000  time  period.  For  the  years  between  2000 
and  2010.  the  world  market  is  forecast  to  increase  to  an  average  of  S48  billion  a  year.  The  great  majority  of  this 
growth  will  occur  in  the  BEMs  in  Asia  and  Latin  America,  which  will  have  the  two  largest  markets  for  new  sales 
opportunities  for  U.S.  aerospace  products.  China  alone  is  expected  to  need  over  $40  billion  in  new  aircraft  over 
the  next  20  years. 

Foreign  aerospace  industries  are  mounting  effective  competitive  challenges  to  the  United  States.  Among  the  most 
formidable  contenders,  European  manufacturers  have  formed  partnerships  and  alliances,  often  crossing  national 
boundaries,  to  spread  their  risk,  gain  greater  leverage  fi-om  their  resources,  and  strengthen  their  successful 
programs.  By  consolidating  their  industries,  European  aerospace  firms  have  begun  to  create  intra-European 
aerospace  monoliths  such  as  Airbus  and  the  European  Space  Agency's  Ariane  Program.  These  resulting  alliances, 
mergers,  and  consolidations  often  receive  direct  support  from  the  governments  of  participating  members  to  assist 
in  the  development  of  their  product  lines  and  services.  This  places  their  U.S.  counterparts  at  a  competitive 
disadvantage. 

Initiatives  aimed  at  improving  export  performance  of  the  U.S.  aerospace  sector  include:  General  Agreement  on 
Tariffs  and  Trade  (GATT)  aircraft  negotiations  to  revise  the  1979  GATT  Aircraft  Agreement,  bilateral 
consultations  under  the  1992  U.S.-EC  Airbus  Agreement,  and  Russian  and  Chinese  Commercial  Space  Launch 
Agreements.  Additional  initiatives  which  could  ftirther  improve  the  export  performance  of  the  sector  include: 
added  refinements  to  our  export  conu-ol  policy;  coverage  of  air  traffic  control  entities  under  the  GATT  government 
Procurement  Code;  and  progress  in  addressing  the  issue  of  foreign  offsets  (i.e.,  the  practice  by  which  foreign 
purchasers  of  aerospace  equipment  are  given  some  form  of  "offset"  or  compensation,  such  as  local  production,  as 
a  condition  of  the  purchase). 

On  the  promotion  front,  the  U.S.  government  will  continue  advocating  in  support  of  the  aerospace  industry.  A  ftill 
range  of  trade  events  is  scheduled  for  the  coming  year,  notably  the  premier  aerospace  event  —  the  Paris  Air  Show 
in  June  1 995.  Additionally,  an  executive  u^de  mission  is  traveling  to  China  in  October  1994.  It  will  be  followed 
by  a  mission  to  Thailand,  Malaysia,  Singapore,  and  Indonesia  in  January  1995. 

Automotive  Industr\-:  The  automotive  industr>  produces  and  stimulates  the  development  of  new  products  and 
advanced  technologies  critical  to  the  competitiveness  of  many  U.S.  industries,  including  metal,  plastics,  and 
electronics.  In  1992,  the  automotive  indusuy  accounted  for  approximately  5.3  percent  of  the  total  U.S. 
manufacturing  employment. 
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U.S.  motor  vehicle  and  automotive  parts  manufacturers  are  faced  with  mature,  fiilly  saturated  markets,  both  in  the 
United  States  and  in  their  traditional  export  markets.  Competition  in  new  markets  is  incredibly  fierce  and  distorted 
by  foreign  government  actions  that  support  existing  exporters  or  that  protect  domestic  start-up  operations.  The 
industry  will  benefit  from  U.S.  government  action  to  open  foreign  markets  through  multi-  and  bilateral  trade 
initiatives  such  as  the  GATT,  U.S.-Japan  Framework  Talks,  and  Asia  Pacific  Economic  Cooperation. 

The  U.S.  government  has  participated  in  major  automotive  trade  and  foreign  buyer  shows,  such  as  the  Tokyo  Motor 
Show,  Automechanika  ( Germany )  and  Automotive  Aftermarket  Industry  Week.  Planning  for  new  trade  shows  and 
missions  will  focus  on  the  BEMs,  such  as  the  Mexican  Pan  American  Auto  Components  Expo,  an  important  new 
annual  trade  showcase  that  made  its  debut  in  1994.  Proposed  activities  include  matchmakers,  commercial  vehicle 
trade  missions  to  Latin  America,  India  and  East  Europe,  an  automotive  trade  mission  to  China,  and  an  automotive 
parts  trade  mission  to  South  Korea.  To  help  reduce  the  impact  of  high  trade  promotion  event  fees  for  small-  and 
medium-sized  U.S.  automotive  firms,  we  are  investigating  ways  to  help  finance  company  participation. 

Automotive  trade  promotion  efforts  will  also  include  sponsoring  business  facilitation  seminan  to  educate  U.S. 
automotive  executives  on  BEM  business  practices  and  environments.  Advocacy  efforts  in  the  BEMs  will  focus  on 
industry  sectors  most  likely  to  benefit  fi-om  this  type  of  government  intervention,  such  as  light,  commercial  and 
specialty  vehicle  manufacturers  and  small-  and  medium-sized  parts  producers.  Finally,  through  the  Market 
Development  Cooperator  Program,  automotive  trade  associations  are  encouraged  to  open  offices  in  the  BEMs  to 
help  U.S.  automotive  companies  establish  or  increase  their  presence  in  these  markets. 

Transportation  Infrastructure:  The  United  States  remains  the  world's  leading  source  of  skilled  engineering, 
management,  and  financial  talent  for  foreign  transportation  infrastructure.  U.S.  engineers  account  for 
approximately  23  percent  of  current  overseas  engineering  business,  while  American  contractors  have  about  45  to 
50  percent  of  foreign  construction  work.  Both  have  played  a  leading  role  in  many  of  the  showcase  transportation 
projects  in  BEMs  in  Asia,  including:  Check  Lap  Kok  International  Airport  in  Hong  Kong,  Kimpo  International 
Airport  in  Seoul,  Chiang  Kai-shek  International  Airport  in  Taipei,  and  the  new  subway  systems  in  Singapore, 
Taipei,  Shanghai,  and  Kaohsiung. 

The  ability  of  foreign  competitors  to  obtain  concessionary  project  financing  from  their  governments  is  the  greatest 
hurdle  faced  by  U.S.  firms  in  international  infi^tructure  competitions.  We  hope  to  improve  U.S.  export 
performance  in  this  sector  through  more  effective  advocacy  on  behalf  of  U.S.  firms  bidding  on  transportation 
infrastructure  projects  overseas. 

Energy  Technologies 

The  energy  technologies  sector  in  the  United  States  will  benefit  significantly  by  the  development  and  prosperity  of 
the  BEMs.  The  United  States  is  internationally  competitive  both  in  ad\anced  petroleum  and  power  generation 
equipment.  For  example,  U.S.  exports  of  newly-made  power  generation  equipment  increased  85  percent  from  $3.3 
billion  to  $6.1  billion  over  the  period  of  1989-1993. 
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Of  the  BEMs.  China's  electric  power  generation  capacity  is  forecast  to  expand  a  substantial  55  percent  over  the  next 
six )  ears,  an  increase  that  domestic  Chinese  manufacturers  will  not  be  able  to  meet.  In  addition,  with  the  advantages 
of  North  American  Free  Trade  Agreement  (NAFTA),  U.S.  firms  are  in  an  excellent  position  to  increase  power 
generation  equipment  exports  to  Mexico,  whose  demand  for  electricity  production  is  rising  eight  percent  per  year. 

The  member  countries  of  the  Organization  for  Petroleum  Exporting  Countries  (OPEC)  will  continue  to  be  the 
largest  market  for  U.S.  oil  and  gas  field  equipment.  However,  some  of  the  BEMs,  with  major  oil  and  natural  gas 
exploration  and  production  operations,  such  as  Mexico,  the  Chinese  Economic  Area,  Indonesia,  India,  and 
Argentina,  are  important  markets  for  U.S.  export  growth. 

The  U.S.  industr)  faces  a  number  of  barriers  to  increasing  exports  in  this  sector.  These  include  incompatibility  of 
standards  and  technical  specifications,  competitive  financing  available  to  foreign  suppliers  in  the  form  of  mixed 
credits  and  other  subsidies  underwrinen  by  their  government,  and  "buy  national"  policies  of  certain  regional 
markets.  Addressing  these  barriers  and  increasing  the  availability  and  ease  of  financing  through  U.S.  agencies  will 
help  increase  the  competitive  position  of  U.S.  firms. 

Despite  the  continual  growth  of  U.S.  exports  of  power  generation  equipment,  increased  competition  has  decreased 
U.S.  worid  market  share.  This  trend  results  from  a  lack  of  competitive  fmancing  for  U.S.  suppliers  and  an  increase 
in  global  competition.  U.S.  petroleum  equipment  manufacturers  face  strong  international  competition  from  both 
U.S.  joint  venture  and  foreign  subsidiary  production,  as  well  as  from  wholly  owned  foreign  furos.  European 
competition  is  stronger  than  ever,  with  many  important  strategic  alliances  being  forged  between  European 
suppliers. 

To  encourage  energy  technologies  exports,  we  will  advocate  on  behalf  of  U.S.  exporters  competing  for  major  power 
projects  in  foreign  markets  where  governments  often  play  key  roles  in  purchasing  decisions.  Through  business 
development  committees  with  Russia  and  China,  contacts  between  the  U.S.  industry  and  the  energy  sectors  in  those 
countries  will  be  developed  and  expanded.  We  will  also  continue  to  organize  and  support  petroleum  equipment 
shows  and  conferences  in  major  petroleum-producing  countries  including  Mexico,  Argentina,  and  China.  In 
addition  trade  missions  are  planned  to  Argentina  and  Chile  in  November,  1994,  and  Latin  America  in  FY  1995. 

Financial  Services 

U.S.  securities  firms  are  worid  leaders  in  financial  innovation  and  development  of  financial  instruments.  In 
addition  to  assisting  corporations  and  other  entities  in  raising  capital  through  traditional  debt  and  equity  issues,  U.S. 
securities  firms  have  pioneered  the  use  of  derivative  products  to  mitigate  currency,  interest  rate,  and  other  risks 
associated  in  undervMiting  major  infi^structure  projects  overseas. 

Private  financial  flows  to  developing  countries  now  surpass  official  development  finance  and  have  increased 
dramatically  since  1991.  The  recipients  of  the  private  capital  flows  in  1993  were  generally  the  middle-income 
Asian  and  Latin  American  counuies,  plus  China,  India  and  Indonesia.  The  markets  of  Mexico,  Brazil,  and 
Argentina,  respectively,  led  bond  issuers  in  1 993.  Turkey  and  South  Korea  follow  closely.  China  was  the  largest 
receiver  of  foreign  direct  investment  and  commercial  bank  credits  in  1994. 
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Many  U.S.  banks  disengaged  from  overseas  lending  in  the  1980s  in  response  to  the  debt  crisis  in  developing 
countries,  and  many  have  not  returned  to  international  markets.  Foreign  lending,  when  it  does  take  place,  often 
occurs  under  the  protection  of  official  guarantee  programs.  To  fill  the  vacuum,  many  foreign  bank  branches  in  the 
United  States  offered  their  expertise  in  trade  finance. 

The  U.S.  government  can  further  improve  prospects  for  the  U.S.  financial  services  industry  by  focusing  on 
removing  market  barriers  to  our  highly  competitive  financial  services  and  products  in  markets  where  capital  flows 
are  already  strong.  In  many  other  markets,  government  financing  may  be  needed  for  some  time.  Private  capital 
is  likely  to  be  inhibited  in  many  countries,  including  most  BEMs,  particularly  South  Africa,  Poland,  and  Turkey, 
which  have  good  but  not  excellent  credit-worthiness. 

The  U.S.  government  will  continue  to  work  to  remove  market  barriers  to  our  highly  competitive  financial  services 
industry  in  the  context  of  ongoing  General  Agreement  on  Trade  in  Services  talks  and  other  negotiations  with  major 
foreign  markets.  Significant  progress  has  been  made  already  under  the  NAFTA  and  under  the  Canadian  Free 
Trade  Agreement.  In  addition  to  our  efforts  to  reach  a  comprehensive  and  effective  agreement  on  financial 
services  in  the  Uruguay  Round,  efforts  are  being  intensified  to  reach  a  financial  services  agreement  with  the 
Japanese  under  the  U.S.-Japan  Economic  Framework.  Major  efforts  also  are  underway  vis-a-vis  South  Korea, 
China,  Taiwan,  the  Association  of  Southeast  Asian  Nations,  and  a  number  of  other  commercially  important 
industrial  and  developing  countries.  Consideration  is  being  given  to  a  liberalizing  Capital  Movement  Code  for 
Latin  America  similar  to  the  Organization  of  Economic  Cooperation  and  Development's  Code  on  Capital 
Movements. 
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Examples  of  Competitor-Nation 
Trade  Promotion  Spending 

Non-Agiicultural  Export  Assistance  Services 

To  measure  the  magnitude  of  competitor  export-promotion  efforts  in  export  assistance  services,  resource 
commitments  were  derived  from  agenc\  submissions.  These  activities  include  export-awareness  programs, 
counseling,  information  products,  ffade  missions,  and  trade  shows.  These  numbers  are  designed  specifically  to 
reflect  the  export-assistance  expenditures  of  the  Commerce  Department's  International  Trade  Administration. 

Non-Agricultural  Export  Assistance  Services  of  Maior  Competitor  Countries 


1992  Budget    1992  Exports         GOP 
Country        (S  mHlions)      ($  bWJorjs)'      (SbiHons) 


Budget  per      Budget  per 

Billion  $  of        $1,000  of 

Exports  GOP 


Canada 

61  2 

1344 

594 

0.455 

0.10 

France 

2390 

2359 

1,322 

1.013 

0.18 

Gemiany 

839 

422  3 

1.928 

0  199 

0.04 

Italy 

71  2 

1782 

1,222 

0400 

0.06 

Japan 

943 

3399 

3,672 

0.277 

0.03 

US 

1494 

4482 

5.951 

0.333 

0.03 

U.K. 

285.7 

1900 

1,008 

1  504 

0.28 

Despite  the  pre-existing  international  focus  of  firms  in  these  countries  vis-a-vis  the  United  States,  many  of  our 
competitors  have  consistently  out-spent  the  United  States  in  these  activities  by  some  measure.  In  addition, 
anecdotal  evidence  supports  the  notion  that  several  competitor  nations  have  stronger  u^de  infrastructures  than  the 
United  States,  allowing  these  countries  to  rely  on  the  private  sector  for  trade  promotion  support,  as  well.  For 
example,  most  trade  promotion  activity  in  Germany  is  handled  by  the  private,  or  quasi-private,  German  Chambers 
of  Commerce,  while  for  Japan,  the  Japan  External  Trade  Organization  (JETRO)  estimates  that  a  large  portion  of  its 
trade-promotion  expenditures  support  imports.  However,  it  is  important  to  remember  that  the  line  between  export- 
and  import-promotion  is  often  ambiguous,  and  the  know-how,  information,  strategies,  and  networks  employed  in 
promoting  imports  can  be  easily  redeployed  to  promote  exports.  At  the  same  time,  it  must  be  noted  that  scaling  the 
trade  promotion  spending  of  a  nation  relative  to  its  owti  exports  or  its  own  GDP  is  not  necessarily  the  best  indicator 
of  the  magnitude  of  any  trade  promotion  program.  Rather,  those  efforts  should  be  measured  against  the  sizes  of  their 
target  markets  —  which  would  be  an  even  more  difficult  comparison  to  make. 

Combating  Foreign  Agricultural  Subsidies 

A  large  portion  of  funds  spent  by  the  U.S.  on  u^de  promotion  programs  for  agriculture  were  initially  instituted  to 
counter  or  offset  foreign  unfair  trade  practices.  Agriculture  traditionally  has  been  one  of  the  most  protected  sectors 
in  worid  tfade,  in  part  due  to  the  lack  of  effective  General  Agreement  on  Tariffs  and  Trade  discipline  on  agricultural 
trade  for  the  past  45  years.  As  a  result,  u^de  barriers  in  the  agricultural  sector  usually  have  been  of  a  greater  scope 
and  varietv  than  those  faced  bv  odier  sectors. 
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When  U.S.  agricultural  export  volume  declined  by  almost  30  percent  and  U.S.  agricultural  exports  lost  15 
percentage  points  in  world  market  share  between  1 98 1  and  1 985,  the  Executive  Branch  and  Congress  responded 
by  expanding  export  programs  for  U.S.  agriculture.  Programs  such  as  the  Export  Enhancement  Program  (EEP)  and 
the  Market  Promotion  Program  (MPP)  were  instituted  by  Congressional  mandate  to  enable  U.S.  agricultural 
exporters  to  counter  foreign  subsidies,  help  break  down  foreign  market  barriers,  and  avoid  further  foreign  market 
losses. 

While  numerous  countries  have  agricultural  export  subsidy  programs,  the  majority  of  U.S.  export  promotion 
programs  were  instituted  to  combat  export  subsidies  of  the  European  Union  (EU).  The  EU  has  been  spending  over 
$12  billion  annually  to  subsidize  the  export  of  its  farm  products,  such  as  grains,  milk  products,  sugar,  and  meats. 
However,  with  the  conclusion  of  the  Uruguay  Round  of  the  GATT,  this  level  of  EU  agricultural  export  subsidies 
will  be  gradually  reduced  to  $7  billion  by  the  sixth  year  of  the  agreement,  while  U.S.  spending  on  similar  subsidies 
will  fall  from  $1.2  billion  to  $600  million. 

EU  Subsidized  Exports  Under  the  Uruguay  Round  AgreemenH 


Commodity 

1986-1990  Base 
Million  U.S.  $     Million  ECU 

1st  Year  of 

Agreement 

(Million  ECU) 

6th  Year  of 

Agreement 

(Million  ECU) 

Wheat/flour 

2,031 

1,783 

2,089 

1,141 

Coarse  grains 

1.571 

1,379 

1,297 

883 

Butter/butterc' 

1,509 

1,325 

1,246 

848 

Beef 

2,242 

1,968 

1,900 

1,260 

Other 

4,681 

4,109 

4,102 

2,629 

TOTAL 

12,034 

10,564 

10,634 

6,761 

The  opening  of  new  food  product  markets  that  will  result  from  the  successful  completion  of  the  Uruguay  Round, 
however,  will  intensify  competition  for  established  and  newly  emerging  markets.  Export  promotion  programs, 
unlike  export  subsidies,  are  not  restricted  under  the  GATT  agreement.  As  such,  these  programs  probably  will  be 
increasingly  employed  by  agricultural  exporting  nations  to  expand  their  exports.  Already,  the  EU  countries 
enhance  the  competitiveness  of  their  products  by  supporting  or  carrying  out  additional  market-promotion  type 
activities.  Canada,  Australia,  and  New  Zealand  rely  more  heavily  on  commodity  marketing  boards  (government- 
sanctioned  monopolies)  to  compete  in  world  markets  and  carry  out  market-development  activities. 

Recent  expenditures  on  market  promotion  type  activities  for  agricultural  product  exports  by  1 1  major  agricultural 
exporting  nations  total  approximately  $500  million  annually.  These  are  expenditures  by  competitor  nations  that  are 
similar  to  USDA's  Foreign  Market  Development  and  Market  Promotion  Program.  Specific  country  expenditures 
include  Denmark  ($22  million),  France  ($75  million).  Germany  ($44  million),  Netherlands  ($64  million),  Spain 
($45  million),  Australia  ($95  million),  and  New  Zealand  ($104  million). 


'19B6-1990  average  1  ECU  =  $1  139152 
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Feasibility  Studies 

In  the  area  of  feasibilin  studies,  the  TDA  has  undertaken  a  review  of  the  feasibility  studies  supported  by  Canada  and 
Japan  to  assess  the  level  of  support  they  provide  for  this  type  of  trade  promotion.  For  Canada,  this  activity  is  housed 
in  the  ICP,  which  has  a  1 994  budget  of  approximately  CDN$72  million  (approximately  U.S.  $52  million).  The  ICP 
estimates  that  roughl\  half  of  this  budget  goes  to  feasibilit)  studies.  For  Japan,  the  Japan  International  Cooperation 
Agency  (JICA)  produces  feasibility  studies  that  are  comparable  to  those  produced  by  TDA.  The  JICA  had  a  budget 
of  31,795  million  yen  (approximately  U.S.  $308  million)  in  1993. 

Funding  for  Feasibility  Studies 


ExpandHures  on  FeasiMltty  Study 

Feasibmty  Studtes        im2  Exports  BudgM  pw  $ 

Country  Ent«y  <*  mHUon)  ($  bMions)         t><lllons  of  exports 


Canada  ICP  26  134.4  $0  193 

Japan  JICA  308  339.9  $0  906 

U.S.  TDA  31  448.2  $0,070 


Financing  U.S.  Trade  and  Investment 

The  difficulties  in  making  consistent  comparisons  across  competitor-nation  trade  promotion  efforts  are  no  more 
evident  than  in  an  examination  of  foreign  trade  finance  support  Usually,  foreign  programs  similar  to  those  of  Ex- 
Im  Bank  are  provided  through  a  combination  of  organizations,  with  many  of  these  organizations  performing 
functions  outside  Ex-Im  Bank's  purview  and  in  some  circumstances  straddling  the  line  between  public  and  private 
operations. 

OfHclal  Export  Credit  as  a  Percentage  of  Nathjnat  Exports' 


Country  Agency  1990  1991  1992  1993         Agency 


US 

Ex-Im  Bank 

3% 

3% 

3% 

3% 

3% 

Canada' 

EDC 

4% 

3% 

4% 

4% 

4% 

France 

COFACE 

20% 

18% 

17% 

20% 

19% 

Germany 

Hermes 

4% 

6% 

6% 

6% 

6% 

Italy 

SACE 

8% 

10% 

10% 

3% 

8% 

Japan' 

EID/MITI 

38% 

35% 

44% 

37% 

39% 

U.K.' 

ECGD 

18% 

18% 

3% 

5% 

11% 

'From  country  reporting  via  fhfl  Berne  Union 

'1992  and  1993  figures  hr  Canada  exclude  n^ional  intenst  (CanaOa  Account)  transactfont  TJte  volume  of  this  business  is  not  significant,  howevar.  Canadian  ratioa 

may  be  siightly  iovn  m  the  absence  of  tf\is  business 

^Percentages  are  highty  inflated  due  to  a  large  portion  of  st*Ofl-tarm  business  by  ElD/H/NTl  that  would  be  insured  by  the  private  sector  m  other  countrws 

*UK  percentages  for  1992  and  1 993  are  arlifK^a^  low  smceremsurafKe  support  for  shoft-4armtransacbons  is  not  reported  — the  acti^  percentages  are  pr^^ 

line  with  prevnus  years  or  even  higtyer 
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The  German  system  highlights  the  difficulties  this  creates  in  comparing  resource  levels.  Export  and  foreign- 
investment  insurance  is  provided  by  a  consortium  consisting  of  a  private  company  (Hermes  Kreditversicherungs 
AG)  and  a  quasi-public  institution  (Treuarbeit  AG).  While  Hermes  provides  export-credit  insurance  on  behalf  of 
the  German  government,  most  insurance  coverage  is  extended  on  a  profit-making  basis.  When  official  financing 
is  provided,  the  vehicle  for  this  support  is  the  Kreditanstalt  fur  Wiederaufbau  (KfW),  which  may  provide 
government-subsidized  credits  in  combination  with  Hermes  insurance  coverage.  KfW,  like  Hermes,  operates  in 
both  the  public  and  private  domains.  Tied-aid  support  is  provided  under  the  direction  of  the  Ministry  for  Economic 
Cooperation  (BMZ)  through  KfW  and  Hermes.  In  sum,  these  German  organizations:  1 )  share  responsibilities  that 
are  equivalent  to  those  of  Ex-im  Bank,  2)  perform  functions  that  are  completely  outside  Ex-Im  Bank's  mission,  and 
3)  operate  in  both  the  public  and  private  domains.  The  degree  of  difference  between  the  German  system  and  the 
United  States  is  representative  of  our  relationship  relative  to  most  of  our  competitors. 

Since  there  is  no  clear  one-to-one  relationship  between  Ex-Im  Bank  and  the  foreign  organizations  that  provide 
equivalent  support,  it  is  difficult  to  produce  an  accurate  and  explicit  comparison  from  available  data.  However, 
several  measures  provide  an  idea  of  the  magnitude  of  export-credit  support  among  G-7  countries.  The  table  shows 
the  value  of  export  credit  provided  by  G-7  governments  as  a  percentage  of  national  exports.  While  it  is  impossible 
to  draw  a  direct  relationship  between  the  amount  of  export  finance  and  exports  in  a  given  year  due  to  time  lags, 
aggregate  numbers  averaged  over  several  years  should  provide  an  idea  of  these  programs'  magnitude. 
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List  of  Acronyms  and  Abbreviations 


ABCs 

AID 

AMCHAMS 

AMG 

APEC 

ASEAN 

BDC 

BEMs 

BFP 

BISNIS 

BMZ 

BXA 
CABEE 

CABNIS 

CEA 
CEO 
CFTA 
CoCom 

COFACE 

DEC 
DOE 
EAA 
EAC 
EBRD 

ECGD 
EDB 


American  Business  Centers 

Agency  for  International  Development 

Amencan  Chamt)ers  of  Commerce 

Alliance  for  Mutual  Growth 

Asia-Pacific  Economic  Cooperation 

Association  of  Southeast  Asian  Nations 

Business  Development  Committee 

Big  Emerging  Markets 

Builders  for  Peace 

Business  Information  Service  for  the 
Newly  Independent  States 

Ministry  of  Economic  Cooperation 
(Germany) 

Bureau  of  Export  Administration 

Consortia  of  American  Business  in 
Eastern  Europe 

Consortia  of  Amencan  Business  in  the 
Newly  Independent  States 

Chinese  Economic  Area 

Chief  Executive  Officer 

US  -Canada  Free  Trade  Agreement 

Coordinating  Committee  on  Multilateral 
Export  Controls 

The  French  Insurance  Company  for 
Foreign  Trade 

DIstnct  Export  Council 

Department  of  Energy 

Export  Administration  Act 

Export  Assistance  Center 

European  Bank  for  Reconstnjction 
and  Development 

Export  Credits  Guarantee  Department 

Exporter  Data  Base 


EDO 

Canada's  Export  Development 
Corporation 

EEBIC 

Eastern  Europe  Business  Information 
Center 

EEP 

Export  Enhancement  Program 

ElO 

Export  Insurance  Division  of  Japans 
Ministry  of  International  Trade  and 
Industry 

EPA 

Environmental  Protection  Agency 

ERLC 

Export  Revolving  Line  of  Credit 

E-TAP 

Export  Trade  Assistance  Partnership 

EU 

European  Union 

EWCP 

Export  Working  Capital  Program 

Ex-lm  Bank 

Export-Import  Bank  of  the  United 
States 

FAA 

Federal  Aviation  Administration 

FAS 

Foreign  Agricultural  Service 

FCC 

Federal  Communications  Commission 

FCPA 

Foreign  Corrupt  Practices  Act 

FDA 

Food  and  Drug  Administration 

FRA 

Federal  Railroad  Administration 

FTA 

Free  Trade  Agreement 

FY 

Fiscal  Year 

GATS 

General  Agreement  on  Trade  in 

Services 

GATT  General  Agreement  on  Tariffs  and 

Trade 

GCC  Gulf  Cooperation  Council 

GDP  Gross  Domestic  Product 

GH  Global  Information  Infrastructure 

GIS  Geographic  Information  Systems 

GLX  General  License  Export 
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GPRA 

Government  Perfonmance  and  Results 
Act  of  1993 

GSM 

General  Sales  Manager 

ICB 

International  Competitive  Bidding 

IDC 

International  Donor  Conference 

ICP 

Industnal  Cooperation  Program  of  the 
Canadian  International  Development 
Agency 

IPR 

Intellectual  Property  Rights 

ISO 

International  Standards  Organization 

ITA 

International  Trade  Administration 

IVL 

Individual  Validated  License 

JETRO 

Japan  External  Trade  Organization 

JEXIM 

Export  Import  Bank  of  Japan 

JICA 

Japan  International  Cooperation 
Agency 

KfW 

German  Redevelopment  Bank 

MDB 

Multilateral  Development  Bank 

MPP 

Market  Promotion  Program 

MTOPS 

Million  Theoretical  Operations  per 
Second 

NAFTA 

North  Amencan  Free  Trade  Agreement 

NASDA 

National  Association  of  State  Develop- 
ment Agencies 

NiS 

Nevi/ly  Independent  States 

NIST 

National  Institute  of  Standards  and 
Technology 

NTIS 

National  Technical  Information  Service 

ODA 

Official  Development  Assistance 

OECD 

Organization  for  Economic  Cooperation 

OECF  Overseas  Economic  Cooperation  Fund 

(Japan) 
0MB  Office  of  Management  and  Budget 

OPEC  Organization  of  Petroleum  Exporting 

Countries 

OPIC  Overseas  Private  Investment 

Corporation 

PEFCO  Private  Export  Funding  Corporation 

SABIT  Special  American  Business  Internship 

Training 
SACE  Export  Credit  Insurance  Agency  (Italy) 

SBA  Small  Business  Administration 

SEDESOL  Secretanat  of  Social  Development 

(Mexico) 
XDA  Trade  and  Development  Agency 

TIC  Trade  Infomiation  Center 

TPC  Tourism  Policy  Council 

TPCC  Trade  Promotion  Coordinating 

Committee 

TRIPS  Trade  Related  Intellectual 

Property  Rights 

US-AEP  US  -  Asia  Environmental  Partnership 

US&FCS  U.S.  and  Foreign  Commercial  Service 

USDA  US  Department  of  Agnculture 

USETI  US  Environmental  Training  Institute 

USIA  US  Information  Agency 

USTR  Office  of  the  US  Trade  Representative 

WTO  World  Trade  Organization 
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